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Abstract 
 
This research examines how outsourced IT arrangements are influenced by ITIL 
processes that are recommended as being important for the success of outsourcing. The 
research employed both qualitative (focus groups, one exploratory and one 
supplementary) and quantitative (Structural Equation Modelling) methods to evaluate the 
effects of ITIL recommended practices on the outcomes of IT outsourcing arrangements. 
It used, as informants, Australian IT service managers.  
The initial part of the research showed that informants believe the ITIL framework can 
positively influence IT outsourcing relationships. An analysis of data from an initial focus 
group suggested that ITIL improves the outcomes of an outsourcing arrangement through 
better use of SLAs (service level agreements), more knowledge sharing, and more 
effective inter-organisational communication. This analysis research also revealed that 
the participants thought that it is through improving performance and customer 
satisfaction that ITIL leads to a better outsourcing relationship.  
The second part of the research confirmed that ITIL usage statistically impacts the quality 
of SLAs, but does not statistically impact knowledge sharing, communications quality, or 
overall evaluations (technical service quality, cost savings and commitment to the 
outsourcing arrangement). On the other hand, communications quality, a core element of 
ITIL’s philosophy, does, through its effect on technical service quality (or, in other 
words, vendor performance), have a substantial effect on evaluation. The research also 
highlighted the importance of technical service quality (i.e. performance), which is the 
major factor leading to a purchaser’s commitment to the outsourcing arrangement 
(producing a large statistical effect on that variable). This finding is consistent with prior 
research. 
When presented with the quantitative findings the informants in a second, supplementary 
focus group (all users of ITIL) suggested that, contrary to the results of the survey 
analysis, ITIL had played a very important role in the success of their outsourcing 
arrangements. They proposed that outsourcing success depends on how well ITIL 
recommended practices are exercised. The ITIL users in this focus group also suggested 
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that understanding and meeting each other’s expectations is critical to outsourcing 
success, and is an indicator of “mature” implementation of ITIL. This is consistent with 
an alternative explanation for the statistical findings: that many firms, though not 
formally using ITIL, still focus effort on effective communications (a core ITIL 
suggestion), leading to positive outsourcing outcomes (Technical Service Quality, 
Satisfaction, and Commitment) even when ITIL was not formally employed.    
The research has enhanced our understanding of how ITIL can contribute to IT 
outsourcing relationships through improving SLA quality; it has also fore grounded the 
important mechanisms of communication quality and knowledge sharing. A key 
contribution of this research is that there were some inconclusive outcomes from the two 
studies of the relationship between ITIL implementation and IT outsourcing 
arrangements. There are apparent contradictions between the survey analysis and the 
outcomes of the two focus groups. This may be because the preliminary and 
supplementary focus groups comprised only ITIL users, and so their conclusions 
represented that perspective alone. 
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Chapter 1 : Introduction 
This thesis reports a study of the impact of information technology infrastructure library 
(ITIL) recommended practices on IT outsourcing relationships in Australian business 
organisations. This chapter introduces this study and shows the importance of the topic 
and discuss the reasons for conducting the research. Finally, the thesis structure is 
outlined.   
1.1. Research Statement and Main Terms 
This research investigates the impact of certain ITIL recommended practices on the IT 
outsourcing relationship. Specifically, the research studies how outsourced IT 
arrangements are influenced by ITIL processes that are recommended as being important 
for the success of an outsourced arrangement. The thesis is interested in the impact of 
ITIL usage on IT outsourcing relationship and also it is interested in the impact of ITIL 
recommended practices on the IT outsourcing relationship. 
The audience of this research are the Australian outsourcing IT managers who are 
implementing/ not implementing ITIL framework and its recommended practices.  
The main terms of this research are described in the following: 
• IT outsourcing refers to process using external vendors. 
• IT outsourcing arrangement refers to fee for particular service(s) arrangement 
• ITIL usage refers to the implementation of ITIL within organisation 
• ITIL recommended practices refer to the consistent recommended practices that 
ITIL suggests 
• Technical Service Quality refers to vendor performance  
1.2. Background 
It has been predicted that IT outsourcing will experience ongoing growth within the next 
four years, in the range of 5-8% per annum (Lacity et al. 2010). Kern & Willcocks (2002, 
p. 3) defined IT outsourcing as ‘a process whereby an organisation decides to contract-out 
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or sell the firm’s IT assets, people and/or activities to a third party supplier, who in 
exchange provides and manages these assets and services for an agreed fee over an 
agreed time period’. Based on the service dimension of IT outsourcing, Goles & Chin 
(2005, p. 49) defined it as ‘contracting with one or more third party vendors for the 
provision of some or all of an organization’s IS functions, where “functions” include one 
or more IT activities, processes, or services to be provided over time’. 
Organisations generally adopt IT outsourcing in order to achieve some benefits such as 
cost saving, access to expertise or to attain better quality (Lacity & Willcocks 2001, Loh 
& Venkatraman 1992a). The practice of outsourcing has been used in IT management 
since the 1960s (Lacity & Hirchheim 1993). However, the evolution of IT outsourcing 
has had a significant impact on global enterprises since the landmark case of Kodak-IBM 
1989 and its first major IT outsourcing contract. Over the last two decades, IT 
outsourcing has become a popular topic for many IS researchers. This is clearly 
demonstrated by the increasing number of publications occurring to date e.g. (Dibbern et 
al. 2004, Gonzalez et al. 2006, Lacity et al. 2009, Lacity et al. 2010). Despite these 
optimistic growth predictions, IT outsourcing is generally considered as the most 
complex outsourcing type, as IT is a critical in shaping and influencing most of 
organizational processes (Kern & Willcocks 2002). Willcocks et al. (1996) indicated that 
the diversity of activities in IT, ambiguity in gauging the cost of IT activities, and the 
high switching costs corresponding to IT sourcing decisions, reflect IT outsourcing’s 
distinctiveness from other services.  
One issue that has had an extensive concentration in the literature is the IT outsourcing 
relationship (Alborz et al. 2005, Grover et al. 1996, Goles 2001, Goles & Chin 2005, 
Kern & Willcocks 2002, Lee & Kim 1999, Klepper 1995, Lee et al. 2004). Goles and 
Chin (2005, p. 49) defined the IT outsourcing relationship as ‘an ongoing, long 
relationship between an outsourcing service provider and customer that signed a 
contractual agreement to provide one or more comprehensive IT functions, processes, or 
services in order to achieve shared benefits’. Although there are a lot of research papers 
that examine the IT outsourcing relationship and the process required to support it, they 
are inconclusive and do not investigate the IT outsourcing relationship conceptually or 
empirically in effective ways (Goles & Chin 2005, Kern & Willcocks 2002). This claim, 
however, needs further empirical research, which this study intends to provide. 
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Given the importance of gaining benefits from outsourcing IT services, it is not surprising 
that issues such as IT service management have recently received attention (Gacenga et 
al. 2010, Mcbride 2009). One of the better known managing IT services frameworks 
targeted at the IT industry is the Information Technology Infrastructure Library (ITIL) 
framework. ITIL includes a number of recommended practices that are designed to 
ensure that better IT service quality is delivered to the business. According to Rouse 
(2009), ITIL was aimed largely at the operational and tactical level of IT governance.  
Although the ITIL framework has started to acknowledge that IT can be outsourced, it 
has not addressed in depth the growing dependence on external IT service vendors seen in 
many modern firms (Rouse 2009). Corresponding to the earlier discussion regarding the 
relationship between IT outsourcing and ITIL implementation, this study attempts to 
discover how ITIL implementation can assist the IT outsourcing relationship. Although 
the ITIL framework has started recognition that IT can be outsourced, it has not 
addressed the dependence on an external vendor in any depth (Rouse 2009). However, it 
is expected in this research to find a positive relationship between some of ITIL processes 
and technical service quality (TSQ). 
Therefore, it is the intention of this study to empirically investigate the vendor-customer 
relationship to gain a better understanding of the impact of the ITIL recommended 
practices on the outcome of the IT outsourcing arrangement. 
1.3. Research Motivation 
This study has been conducted for several reasons. A large number of researchers showed 
their interests in IT outsourcing. Several key issues emerge from the IT outsourcing 
literature. Some researchers have classified different IT outsourcing arrangement types  
(Currie & Willcocks 1997, Luftman 1996, Millar 1994, Willcocks & Lacity 1998). Issues 
such as IT outsourcing potential or actual benefits/risks have also studied extensively 
(Apte et al. 1997, Aubert et al. 1998, Clark et al. 1995, Earl 1996, Kremic et al. 2006, 
Lacity & Willcocks 2000, Mcfarlan & Nolan 1995, Rouse & Corbitt 2003, Taylor 2007). 
While some researchers studied the determinants of IT outsourcing (Lacity & Hirchheim 
1994, Lacity et al. 1995, Lacity et al. 2009, Loh & Venkatraman 1992a, Loh & 
Venkatraman 1992b, Saunders et al. 1997), others focused on the development of a good 
contract (Goo 2010, Willcocks et al. 1995, Willcocks et al. 1999). Although there is an 
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ample variety of research in IT outsourcing literature, much of it is speculative, anecdotal 
and opinion based (Rouse 2002). 
Organisations generally adopt IT outsourcing in order to achieve benefits such as cost 
savings, access to expertise or to attain better quality (Lacity et al. 2001, Loh et al. 
1992a). However, the last decade has seen a general reformulation, within the business 
literature, of internal support functions as “service providers”. As part of this trend, issues 
related to IT service management have received increasing attention in the Information 
Systems literature (Gacenga et al. 2010, McBride 2009). Iden (2009) observed that an IT 
department must shift attention from technological infrastructure to the IT services it 
provides. On the basis of several case studies, McBride (2009) echoed this, identifying a 
number of key IT service management problems within IT departments.  
Gancenga et al. (2010) observed that in order to achieve cost savings, many organisations 
have invested in some form of Information Technology Service Management (ITSM) 
framework (ISO/IEC 20000). Corresponding to the rise in focus on IT service 
management, organisations began adopting a range of service-management frameworks 
in order to manage their services. Several frameworks exist, such as Control Objectives 
for Information and related Technology (COBIT), ISO 20000 and the Information 
Technology Infrastructure Library (ITIL). In Australia, ITIL is the most frequently used 
framework (Cater-Steel et al. 2006). 
Over the past two decades, ITIL has been modified to ensure a more consolidated and 
straightforward framework (McLaughlin et al. 2007). The current version, ITIL 2011, 
was developed in 2011 and contains five core volumes namely service strategy, service 
design, service transition, service operations and continual service improvement. The 
ITIL framework focuses on different strategies for achieving high quality service, 
including a range of recommended techniques, methods, processes, activities and 
measurements. Cater-Steel et al (2006, P. 4) observed that ‘Australia is at the forefront of 
ITIL adoption’. As outlined above, IT service management is an emerging topic for 
academic research. Therefore, it is not surprising that there is, as yet, little academic 
research on ITIL adoption. Most studies to date have concentrated on likely benefits, or 
have reported descriptive statistics (Iden et al. 2010, Pollard et al. 2009). Even though 
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several authors have discussed the ITIL implementation phenomenon, few empirical 
studies are yet available ” (Hochstein et al. 2005).  
Even fewer studies have to date examined ITIL implementation within an environment 
where much of the IT is outsourced, though this is increasingly the situation in modern 
businesses (Cheng 2006, Twing 2006). Some researchers propose that ITIL adoption will 
lead to an improved IT outsourcing relationship. Twing (2006) argued that ITIL 
implementation can benefit IT outsourcing relationships in many ways, such as by 
aligning business process requirements with the outsourcing relationship structure. Cheng 
(2006) concurred with Twing’s argument that the adoption of ITIL in an outsourcing 
scenario can bring substantial benefits to both parties. These isolated cases, however, 
need to be supported with further empirical research, which is the intent of this study. 
ITIL includes a number of recommended practices that are designed to ensure that better 
IT service quality is delivered to the business. According to Rouse (2009), ITIL is aimed 
largely at the operational and tactical level of IT governance. Although the ITIL 
framework has started to acknowledge that IT can be outsourced, it has not addressed in 
depth the growing dependence on external IT service vendors seen in many modern firms 
(Rouse 2009). This study then explores how ITIL implementation can assist the IT 
outsourcing relationship. 
It is expected that this research will enhance the understanding of factors affecting the 
outsourcing relationship, for both academics and participants. The findings also have 
impact in several different fields such as IS, marketing and management. The study also 
contributes to knowledge by teasing out the impact of ITIL recommendations on the IT 
outsourcing relationship. The knowledge produced will have clear benefits for firms that 
outsource their IT services to vendors, and for the vendors themselves. For firms that 
outsource the study confirms the importance of both SLA and communication quality in 
achieving outsourcing benefits, particularly the latter. For vendors, the study suggests that 
commitment on the part of their customers is most heavily influenced by the level of 
technical service quality perceived, and to a lesser extent, the cost savings achieved – 
which are correlated with perceptions of technical service quality. The study therefore 
reiterates the importance to vendors of providing high levels of technical quality. While 
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this would not be a surprising finding in the marketing literature, vendor performance has 
not been emphasized as much in the IT outsourcing literature.  
1.4. Research Objectives and Research Question 
This research will empirically investigate the impact of ITIL usage and its recommended 
practices on the IT outsourcing relationship from a customer perspective. ITIL is a set of 
standards and guidelines for the management and delivery of IT services within firms.  
Specifically, the research will study how outsourced IT arrangements are influenced by 
ITIL processes that are recommended as being important for the success of an outsourced 
arrangement. The research is based on the premise that any arrangement success can be 
measured by a number of facets: Technical Service Quality (TSQ), economic benefits and 
strategic benefits and technological benefits that where these facets are positive, a good 
relationship will develop. Therefore, this study attempts to achieve the following 
objectives: 
• Determine the relationship between measures of outsourcing success including 
(economic/strategic/technical) benefits, satisfaction, technical service quality, 
trust and commitment;  
• Determine the influence of ITIL usage (formal system usage) on IT outsourcing 
arrangement success; 
• Determine the influence of ITIL recommended practices on IT outsourcing 
arrangement success. 
In order to achieve the objectives of the research, the main research questions are:  
• What is the impact of ITIL usage on the IT outsourcing relationship? 
• What is the impact of ITIL recommended practices on the IT outsourcing 
relationship? 
1.5. Research Methods 
This research adopts a positivist research approach (Kaplan & Duchon 1988, Myers 1997, 
Myers 2009), and involves a mixed-methods strategy in order to explore and understand 
the impact of ITIL on the IT outsourcing arrangement in Australian organisations. This 
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research is deployed in three phases; a) a preliminary focus group, b) a survey (online-
questionnaires, descriptive statistics, confirmatory factor analysis, structural equation 
modelling, and hypothesis testing), followed by c) another focus group that tests and 
evaluates the earlier findings. The preliminary focus group findings were used to help 
develop a survey questionnaire. This survey was used to test the relationships between the 
impact of ITIL and outsourced IT service provision. The 140 responses to this survey 
have been analysed. Then a final focus group was conducted in order to verify the 
previous findings from focus group and survey. The data collection details are discussed 
in Chapter 4. 
1.6. Thesis Structure 
This research thesis is divided into nine chapters. Chapter Two surveys the relevant 
literature underpinning the study. This chapter begins by addressing definitions of IT 
outsourcing and its history that includes IT outsourcing benefits, risks and types. Then IT 
outsourcing relationship phenomena are discussed. Furthermore, this chapter highlights 
the ITIL framework. This includes issues such as definition history, benefits, practices 
and its relation to IT outsourcing. The chapter concludes with summary of key issues had 
discussed in IT outsourcing and ITIL literature and how these are related. 
Based on the findings from the literature and the preliminary focus group, Chapter Three 
discusses the theoretical foundation of the research and the main research hypotheses. 
Chapter Four discusses the research methods used in this study. It is divided into three 
sections. Section one discusses the research methods. Section two outlines the data 
collection and data analysis methods; and section three includes the research design, 
summary and conclusion.  
Chapter Five provides descriptive analyses before moving to multivariate analysis. This 
chapter includes data examination and preparation, and a descriptive summary that relates 
to the demographic statistics. 
Chapter Six presents the measurement analysis and model assessment. The survey results 
are analysed. It begins with elaborating the quantitative research undertaken via an online 
survey. It provides the statistical validity tests—content validity; construct validity, 
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convergent validity and discriminant validity. It also shows the survey results by using 
several measurement techniques.  
Chapter Seven tests the hypotheses of the conceptual model by using structural equation 
modelling (SEM). 
Chapter Eight presents and discusses the results of a supplementary focus group. The 
chapter describes the methods used and the key themes that emerged. The chapter 
presents the main findings based on the analysis of the themes. 
Chapter Nine (the final chapter) discusses the main finding of the study, key theoretical 
and practical contributions of the results, limitations of the study and the conclusion. 
Table 1.1: Organisation of the thesis – Chapter One 
Chapter 1 Introduction 
1.1 Research Statement and Main Terms 
1.2 Background 
1.2 Research Motivation 
1.3 Research Objectives 
1.4 Research Question 
1.5 Research Methods 
1.6 Thesis Structure 
Chapter 2 Literature Review 
Chapter 3 Developing Theoretical Model 
Chapter 4 Research Methodology 
Chapter 5 Descriptive Analysis 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory 
Chapter 8 Supplementary Focus Group 
Chapter 9 Discussion and Conclusion 
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Chapter 2 : Literature Review 
This chapter surveys the relevant literature underpinning the study. This chapter starts 
with Section 2.1, which provides a background of IT outsourcing that includes IT 
outsourcing benefits, risks and types. Then the IT outsourcing relationship phenomenon 
is discussed. This is followed by Section 2.2, which highlights the ITIL framework. This 
includes issues such as background, benefits, practices and its relation to IT outsourcing. 
Then, the chapter is finally summarised in Section 2.3 (Table 2.1). 
Table 2.1: Organisation of the thesis – Chapter Two 
Chapter 1 Introduction 
Chapter 2 Literature Review 
2.1 IT outsourcing 
 
2.1.1 Benefits 
2.1.2 Risks 
2.1.3 IT outsourcing Arrangement Types 
2.1.4 IT outsourcing Success Factors 
2.1.5 IT outsourcing Relationship (ITOR) 
2.1.6 Relationship Factors 
2.2 Information Technology Infrastructure Library (ITIL) 
 
2.2.1 Background 
 
2.2.2 ITIL Academic Studies 
2.3 The Relationship Between ITIL and IT outsourcing 
2.4 Chapter Summary 
Chapter 3 Developing the Theoretical Model 
Chapter 4 Research Methodology 
Chapter 5 Descriptive Analysis 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory  
Chapter 8 Supplementary Focus Group 
Chapter 9 Discussion and Conclusion 
 
2.1.   IT outsourcing  
The practice of outsourcing has been used in IT management since the 1960s (Lacity & 
Hirchheim 1993). Lee et al. (2003) notes that in the 1960s, outsourcing was limited to 
sharing hardware. In the 1970s, managers relied on contract programming (software) 
because of the increasing demand for IT applications and the inadequate supply of IT 
personnel. The advent of low cost minicomputers and PCs has shifted the contract 
programming application during the 1970s. In the 1980s, organisations generally 
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outsourced standard equipment, systems and application software and also 
communications. The trend changed in the 1990s as organisations shifted their interests to 
outsource total solutions such, as network and telecommunication management, 
distributed systems integration and applications development (see Table 2.2 below). 
Table 2.2: the evolution of IT outsourcing 
Year Outsourcing Focus Outsourcing Approach 
1960s Hardware Service and Facility Management 
1970s Software Facility or Operation Management 
1980s Hardwar and Software Standardisation 
Customisation 
Management 
1990s Total Solution Asset Management 
60s 70s 80s 90s 
 
Hardware Software Standardisation Total Solution 
Source: (Lee et al. 2003, p. 84) 
 
The evolution of IT outsourcing has had a significant impact on global enterprises since 
the landmark1 case of Kodak-IBM 1989 and its first major IT outsourcing contract (Loh 
& Venkatraman 1992b). Following the Kodak-IBM deal, there were a number of 
successful outsourcing contracts around the world e.g., American Bankshares, Southeast 
and Continental Airlines, General Dynamic Chevron, McDonnel Douglas, JP Morgan and 
Xerox in the US; Lufthansa and Deutsche Bank in Germany; Rolls Royce and British 
Aerospace in Britain; KF Group in Sweden; Canada Post in Canada; Telstra, LendLease, 
and the Commonwealth Bank of Australia in Australia (Dibbern et al. 2004, Hirschheim 
& Dibbern 2009, Lacity & Hirschheim 1993).  
Outsourcing then has changed over time. Not surprisingly, therefore the definitions of 
outsourcing have also changed.  The following shows the outsourcing definitions that 
have been presented in the literature since 1992. Outsourcing is:  
                                               
1
 With Kodak-IBM’s 1989 outsourcing decision a large number of outsourcing contracts were emerged, and 
outsourcing emerged as a key method of managing IS. 
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• ‘the significant contribution by external vendors in the physical and/or human 
resources associated with the entire or specific components of the IT 
infrastructure in the user organisation’ (Loh & Venkatraman 1992a, p. 9) 
• ‘the organizational decision to turn over part or all of an organization’s IS 
functions to external service provider(s) in order for an organization to be able to 
achieve its goals’ (Cheon et al. 1995, p. 209). 
• ‘the handing over the management of some or all of an organisation’s IT, IS and 
related services to a third party.’ (Willcocks et al. 1995, p. 59). 
• ‘the third party provision of IT products and services’ (Hancox & Hackney 1999, 
p. 1). 
• ‘a process whereby an organisation decides to contract-out or sell the firm’s IT 
assets, people and/or activities to a third party supplier, who in exchange provides 
and manages these assets and services for an agreed fee over an agreed time 
period’ (Kern & Willcocks 2002, p. 3). 
• ‘contracting with one or more third party vendors for the provision of some or all 
of an organization’s IS functions, where “functions” include one or more IT 
activities, processes, or services to be provided over time’ (Goles & Chin 2005, p. 
49). 
Most of the definitions of IT outsourcing provided in the literature apply only to services 
that were performed in-house then turned over to someone else (i.e. vendor). However, a 
large number of modern outsourcing deals involve services that were never in-house to 
start with. Therefore, for this study, the researcher has defined IT outsourcing as a 
contractual relationship where an external organisation takes on responsibility for 
performing all or part of a business process or function, to agreed performance criteria 
at an agreed price. This would not include the use of contract staff or consultants 
working under a direct control of customers. 
Over the past twenty years, IT outsourcing has had significant attention from a large 
number of IS researchers. This interest can be clearly seen by the growing number of 
studies reported and papers written to date e.g. (Alsudairi & Dwivedi 2010, Dibbern et al. 
2004, Gonzalez et al. 2006, Hätönen & Eriksson 2009, Lacity et al. 2009, Lacity et al. 
2010) see Table 2.3 below. For example, in Dibbern et al. (2004)’s review (period from 
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1992-2000) of IT outsourcing, they classified the IT outsourcing literature into four 
groups of work:  
• First, why to outsource - dealing with issues such as cost reduction and a focus on 
core resources.  
• Second, what to outsource - dealing with IT outsourcing defined by levels of 
analysis and degree of outsourcing.  
• Third, how to outsource - dealing with the implementation of best practices 
(processes) used to influence both outsourcing decision and outsourcing success 
(outcome).  
• Fourth, IT outsourcing outcomes which can be measured by performance, overall 
satisfaction and realization of expectations.  
131 articles between 1988 and 2005 were analysed by Gonzalez et al. (2006). The aim of 
their review was to identify the main topics, most applied methodologies, and authors and 
countries that have contributed extensively and mostly to the IT outsourcing domain. 
They found that 49% of the analysed articles were based on the client perspective. The 
results also showed that 16% of articles reflected the vendor perspective, and 17% 
adopted both perspectives. 
Lacity et al. (2009) have analysed 191 IT outsourcing articles written between 1990 and 
2008. Six practitioner concerns were central for this review. These concerns included 
determinants of IT outsourcing, IT outsourcing strategy, IT outsourcing risks, 
determinants of IT outsourcing success, client and supplier capabilities and other form of 
IT outsourcing such as offshore, ASP, and BPO. A year later, Lacity et al. (2010) also 
reviewed 164 empirical IT outsourcing articles written between 1992 and 2010. They 
coded 36 dependent variables, 138 independent variables, and 741 relationships between 
dependent and independent variables. Based on this coding, they developed two models 
of outsourcing: a model which addressed IT outsourcing decisions and a model which 
addressed IT outsourcing outcomes. They found that 77% of the dependent variables used 
in the IT outsourcing literature were about outsourcing decision-make or buy, while 36% 
of the IT outsourcing outcomes dependent variables were about outsourcing success. 
Results also indicated that 27% of the IT outsourcing decision independent variables was 
about cost reduction. They also provided some future suggestions for researchers. These 
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included strategic motivations, environmental influences, global destinations and 
emerging models.  Finally, Alsudairi and Dwivedi (2010) conducted a review of 315 
articles (128 in IT outsourcing) written between 1992 to 2008. They categorised the 
literature by the frequency of articles that were published by a number of aspects such as 
subject, journal, author and citations. They concluded that the majority of IS/IT research 
was collaborative in nature. They also found that IS/IT outsourcing management topics 
such as contract, risk management, project management and success were the most 
researched topics. These reviews are summarized in Table 2.3.  
Table 2.3: Outsourcing literature reviews 
Authors Years 
of 
review 
Sample size 
(By IT 
outsourcing 
articles) 
Main aim 
Dibbern et 
al. (2004) 
1992-
2000 
84 They grouped the literature by outsourcing evolution, 
research approach, used theories and unit of analysis. 
Gonzalez et 
al. (2006) 
1988-
2005 
131 They identified the main topics such as success 
factors, risks, decision makings and contract, most 
applied methodologies, and authors and countries 
have contributed extensively and mostly to the IT 
outsourcing area. 
Lacity et al. 
(2009) 
1990-
2008 
191 They analysed and covered six practitioner concerns. 
These concerns include determinants of IT 
outsourcing, IT outsourcing strategy, mitigating IT 
outsourcing, determining of IT outsourcing success, 
client and supplier capabilities and outsourcing types. 
Lacity et al. 
(2010) 
1992-
2010 
164 They developed a model that includes both 
independent and dependent variables and their 
relationship. The dependent variables were degree of 
outsourcing, contract size, system operations, service 
quality and business performance. 
The independent variables were cost reduction, 
access to expertise/skills, technical reasons, political 
reasons and supplier competitions. 
Alsudairi 
and 
Dwivedi 
(2010) 
1992-
2008 
128 They categorised the literature by the frequency of 
articles that published by a number of aspects such as 
subject category such as outsourcing and its variants, 
research methods and theories, journal, author and 
citations 
 
These reviews of the outsourcing literature then commonly focused on six major themes. 
These are summarized in Table 2.4 below and are used to structure the discussion in the 
literature that follows.   
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Table 2.4: The main themes in the IT outsourcing literature 
Topic Authors (Examples) 
Benefits/Risks (Apte et al. 1997, Aubert et al. 1998, Clark et al. 1995, Earl 1996, Kremic 
et al. 2006, Lacity & Willcocks 2000, Mcfarlan & Nolan 1995, Rouse & 
Corbitt 2003, Taylor 2007) 
Arrangement types (Millar 1994, Luftman 1996, Currie & Willcocks 1997, Willcocks & 
Lacity 1998) 
Determinants of IT 
outsourcing 
(Lacity & Hirchheim 1994, Lacity et al. 1995, Loh & Venkatraman 
1992a, Loh & Venkatraman 1992b, Saunders et al. 1997), 
Development of a 
good contract 
(Koh et al. 2004, Lee et al. 2004, Willcocks et al. 1995, Willcocks et al. 
1999) 
Success factors (Fisher et al. 2008, Gottschalk & Solli-SãTher 2005, Grover et al. 1996, 
Lacity & Willcocks 1998, Lacity et al. 2009)  
Outsourcing 
relationship 
(Alborz et al. 2005, Grover et al. 1996, Goles 2001, Goles & Chin 2005, 
Kern & Willcocks 2002, Lee & Kim 1999, Klepper 1995, Lee et al. 
2004). 
    
2.1.1.   Benefits 
One key issue gained many of early researchers’ interest. This related to the 
advantages/benefits of IT outsourcing. In other words, why do organisations outsource? 
An early study by Clark et al. (1995) presented a number of advantages. Based on 63 in-
depth interviews, the advantages uncovered included reducing costs and/or infusing cash, 
service quality and productivity enhancements, accelerating the development of IT 
applications, implementing change more rapidly, increasing flexibility and reducing 
technological risk, assessing information management competences, and improving the 
status of senior IS executives. In the same year, McFarlan and Nolan’s 1995 article in 
Sloan Management Review Journal emphasised that cost saving was one of the 
significant benefits of IT outsourcing. They also identified some other issues that 
determine IT outsourcing decisions. These determinants included supplier quality and 
stability, management fit, emergence of technologies and management/financial factors. 
Two years later, on the basis of a questionnaire-based mail survey, Apte et al. (1997) 
summarised the advantages of IT outsourcing from data collected in three different 
countries (US, Japan and Finland). They concluded that cost reduction and focus on IS 
strategic use were the most important benefits in all three countries. Similarly, another 
study in both the US and UK conducted by Lacity and Willcocks (2000) shows that cost 
reduction was the most expected and the actual benefit accrued for both countries. Other 
benefits they reported included better quality service, access to scarce IT skills, improved 
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use of IT resources, a focus on core business, improved business flexibility and better 
management control. 
Both Kremic et al. (2006) and Lacity et al. (2009) have reviewed and summarized the 
main IT outsourcing benefits  discussed by many IS researchers. These are shown in 
Table 2.5. 
Table 2.5: IT outsourcing benefits review 
                       Authors 
Benefits                 
(Kremic et al. 2006) 
P 471 
(Lacity et al. 2009) 
P 134 
Cost savings √ √ 
Reduced capital expenditures √ 
 
Capital infusion √ 
 
Transfer fixed costs to variable √ 
 
Quality improvement √ √ 
Increased speed/ Rapid delivery √ √ 
Greater flexibility √ √ 
Access to latest technology/ 
Infrastructure 
√ √ 
Access to skills and talent √ √ 
Augment staff √ 
 
Increase focus on core functions √ √ 
Get rid of problem functions √ 
 
Copy competitors √ 
 
Reduce politic pressures or scrutiny √ √ 
Legal compliance √ 
 
Better accountability/management √ 
 
Improve business/process 
Performance 
 
√ 
Change catalyst 
 
√ 
Innovation 
 
√ 
Source: Kermic et al. 2006, p. 471,  Lacity et al. 2009, p.134 
 
From the above discussion, it is clear that most customer organisations outsource their IT 
primarily in order to gain cost reduction.  
2.1.2.   Risks 
Even though the previous section showed several advantages for IT outsourcing, a 
number of studies have highlighted risks or disadvantages of IT outsourcing e.g. (Aubert 
et al. 1998, Aubert et al. 2001, Earl 1996, Kremic et al. 2006, Rouse & Corbitt 2003). IT 
outsourcing risks have been addressed in the literature in different ways; however, the 
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notion of risks generally refers to two aspects: the probability of negative outcomes and 
the factors leading to these outcomes (Aubert et al.  1998).  
A study in North America and Europe by Earl (1996) identified a number of risk factors 
of IT outsourcing. These factors encompassed the possibility of the effects of IT 
Outsourcing as weak management, inexperienced staff, business uncertainty, outdated 
technology skills, endemic uncertainty, hidden costs, lack of organizational learning, loss 
of innovative capacity, dangers of eternal triangle, technological indivisibility, and fuzzy 
focus. Also Aubert et al. (1998) presented a number of risk factors that pointed to some 
undesirable outcomes in IT outsourcing based on transaction cost theory and agency 
theory. These undesirable consequences included unexpected transition and management 
costs, costly contractual modifications, disputes and litigation, increased costs of services, 
being stuck with a specific vendor and loss of organizational capabilities. Three related 
articles (Aubert et al. 1999, Aubert et al. 2001, Aubert et al. 2005) have been published. 
The former paper focused on risk management strategy and provided a framework in 
order to evaluate the risk exposure. The two latter articles provided lessons learned from 
multiple different case studies (large industrial, petroleum, insurance & energy company, 
and Crown Corporation). It concluded that there was an opposite relationship between 
risk exposure and risk management strategy. In other words, the risk exposure can be 
reduced by having an active risk management strategy. Rouse and Corbitt (2003) 
classified risks based on the threats to the customer’s main resources. Table 2.6 below 
shows that risk classification. 
Table 2.6: Risk classification in IT outsourcing literature 
Risk type Examples 
Financial Switching costs, unexpected management costs, contractual changes costs and 
costs results from a poor assessment of internal delivery 
Managerial attention Associated with firm’s core competencies to the management of the 
arrangement. 
Organisational 
knowledge 
Associated with the consequences of organisational performance and market 
competitiveness. 
Security of 
information 
Information is not secure and easily accessed by unauthorised people. 
Service debasement Interdependence of activities, supplier size and supplier financial stability 
(Aubert et al.  1998) 
Reduced benefits 
flexibility 
Associated with operational performance 
Vendor failure Vendor would not the contract as agreed. 
Source: (Rouse & Corbitt 2003, p.3) 
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Similarly, Kremic et al. (2006) have summarised the potential risks of IT outsourcing by 
reviewing the IT outsourcing risks literature (more than 200 publications). The main risks 
indentified include unrealised savings or hidden costs, less flexibility, poor contract or 
poor selection of partner, loss of knowledge/skills and/or corporate memory and the 
difficulty in reacquiring a function, loss of control/core competence, security issues and 
skill erosion. 
One more recent study by Nakatsu and Iacovou (2009) reveals a more meta classification. 
On the basis of a two-panel Delphi study, the authors examined and compared the risk 
factors in both offshore and domestic IT outsourcing of software development projects. 
They suggested that risk factors in IT outsourcing could be categorised in the following 
schema: 
• Client capabilities (e.g. lack of experience with outsourcing); 
• Vendor capabilities (e.g. insufficient staffing by vendor); 
• Vendor–client communications (e.g. language barriers and cultural issues); 
• Contract management (e.g. failure of vendors to deliver on their promises); 
• Strategic risks (e.g. lack of organisational learning); and 
• Technological, financial, legal and security risks. 
Risks and risk management are key elements of research on IT outsourcing. However, the 
extent of and variation between different types of outsourcing make the use of lists useful 
but having to be considered in the context of the type of outsourcing arrangement.   
2.1.3. IT outsourcing Arrangements Types 
Most studies in the literature have classified outsourcing according to the extent 
outsourced as a percentage of IS/IT budget. On the basis of case studies, Lacity and 
Willcocks (1998) have categorised IT outsourcing into three key types: total outsourcing, 
selective outsourcing and total insourcing. They defined total outsourcing as the customer 
firm’s decision to transfer 80% or more of IT budget to obtain services from an external 
vendor. Selective outsourcing is defined as the customer firm’s decision to transfer 20% 
to 80% of IT budget to get services from an external vendor. Total insourcing, however, 
is defined as the customer firm’s decision to keep 80% or more of IT budget internally.  
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Table 2.7 below shows some examples of studies that have also classified the outsourcing 
arrangement. 
Table 2.7: IT outsourcing arrangement classification 
Authors ITO arrangements types 
(Millar 1994) • General outsourcing 
• Selective outsourcing 
• Value-added outsourcing 
• Cooperative outsourcing 
• Transitional outsourcing 
• Management of the legacy systems 
• Transition to the new technology/system 
• Stabilization and management of the new 
platform 
• Business process outsourcing 
• Business benefit contracting  
(Luftman 1996) • Ad-hoc outsourcing.  
• Selective outsourcing. 
• Total outsourcing 
(Currie & Willcocks 1997) • Total outsourcing. 
• Multiple supplier/selective sourcing. 
• Joint venture/strategic alliance. 
• In-sourcing 
(Willcocks & Lacity 1998) • Value-added outsourcing 
• Equity holdings 
• Multi-sourcing 
• Co-sourcing 
• Spin-offs 
• Creative contracting 
 
There are other types of IT outsourcing arrangements which depends on organizational 
location or distance, such as netsourcing (outsourcing application in the web working as a 
third party), onsourcing (takes particular function of a company and place it to another), 
onsite-sourcing and nearshoring (a company outsources its process, products or services 
in the same region) and offshoring (a company outsources its process, products or 
services in different region). According to Lacity et al. (2009), more recently researchers 
have focused on offshore outsourcing particularly issues encompassing supplier/client 
practices to ensure success and supplier capabilities in developing countries.  
Dibbern et al. (2004), in a summary paper, have provided four major parameters that 
identify  IT outsourcing types:  
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• Degree (refers to the size of outsourced goods or service i.e. total, selective and 
none);  
• Mode (refers to the number of clients and vendors in the relationship); 
• Ownership (refers to totally/partly ownership by a company); and  
• Time frame (refers to contract period i.e. long/short term). 
From the discussion above, the literature provided different types of IT outsourcing 
arrangements. These arrangements had different classifications that based on some 
factors such as time frame, amount of outsourced goods or service, and distance. 
Although the importance of understanding these classifications, it is vital to discuss the 
key success factors of IT outsourcing. The next section presents this issue. 
2.1.4. IT outsourcing Success Factors   
Another important issue for an outsourcing arrangement is an identification of IT 
outsourcing success factors. This issue has not been investigated extensively comparised 
with the reasons for outsourcing (Fisher et al. 2009). Success factors can be classified into 
two groups: pre-outsourcing and post-outsourcing (Paravastu 2007). Pre-outsourcing 
success factors include careful vendor selection and IT function, top management 
support, client size and vendor characteristics (Baldwin et al. 2001, Cheon et al. 1995, 
Fisher et al. 2008, Lacity et al. 2009). The key success factor in post-outsourcing is 
relationship management (Fisher et al. 2008, Klepper 1995, Lee & Kim 1999). Since the 
outsourcing decision is not the main focus of the present study, the study focuses on post-
outsourcing success factors (i.e. relationship factors). The following table (Table 2.8) 
depicts the main success factors that have been discussed in the literature. 
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Table 2.8: IT outsourcing success factors 
Factors Authors 
Careful selection of IT functions 
to be outsourced 
( Fisher et al. 2008, Grover et al. 1994, Grover et al. 1996, 
Lacity et al. 1996, Lacity et al. 2009) 
Careful vendor selection (Cross  1995, Gellings & Wüllenweber  2006, Gonzalez et al.  
2005, Lacity et al.  1996, Willcocks et al.  1999) 
Top Management 
Commitment/Support 
(Baldwin et al.  2001, Fisher et al.  2008, Lacity et al.  2009, 
Seddon  2001) 
Understanding and managing all 
costs 
(Fisher et al. 2008, Ho et al. 2003, Kern & Willcocks  2002) 
Configuration (Alborz et al. 2004, Cullen et al. 2005) 
Contract Detail (Lacity et al. 2009, Poppo & Zenger 2002, Gellings & 
Wüllenweber  2006) 
Contract Type (Koh et al. 2004, Lacity et al. 2009) 
Contract Duration ( Fisher et al. 2008, Koh et al. 2004, Lacity et al. 2009, 
Lacity & Willcocks 1998, Lee et al. 2004, Smith & Mckeen 
2004) 
Contract Size (Koh et al. 2004, Lacity et al. 2009) 
Managing outsourcing 
relationship 
(Baldwin et al. 2001, Fisher et al. 2008, Kern  1997, Klepper  
1995, Willcocks & Choi  1995) 
Retention of essential skills and 
staff 
(Baldwin et al. 2001, Lacity & Willcocks  2000) 
 
Success then in IT outsourcing is determined by a number of factors but strongly 
influenced by the IT outsourcing relationship.  
2.1.5. IT outsourcing Relationship (ITOR) 
Oliver (1991, p. 241) defined relationships as ‘the relatively enduring transactions, flows 
and linkages that occur among or between an organisation and one more organisations in 
its environment’. Also according to Holmlund and Tornroos (1997, p. 305), relationships 
can be defined as ‘an interdependent process of continuous interaction and exchange 
between at least two actors in a business context’. Generally in business, organisations 
enter into a relationship in order to either achieve mutual goals or solve problems. This is 
common in an outsourcing environment as well. For example, when a firm experiences 
lack of resources, it will look to enter a relationship with external service providers 
(vendors) to fill the resource shortage. 
In the outsourcing realm (i.e. IS literature), the term relationship has been used by some 
researchers as partnership in the IT outsourcing literature (Grover et al. 1996, Lee & Kim 
1999). For example, Lee and Kim (1999, p. 31) defined the partnership (relationship) as 
‘an interorganizational relationship’ that enables both parties to achieve their shared 
goals. 
21 
 
Goles and Chin (2005, p. 49) defined IT outsourcing relationship as ‘an ongoing, long 
relationship between an outsourcing service provider and customer that signed a 
contractual agreement to provide one or more comprehensive IT functions, processes, or 
services in order to achieve shared benefits’. They portrayed outsourcing as a legal 
contract between parties, while the outsourcing relationship is the manifestation of the 
underlying philosophy of the contract. The combination of the hard and soft sides of 
relationship management ensures the IT outsourcing relationship success (Fleming & 
Low 2007, Kern 1997, Koh et al. 2004). The hard side is identified by good contract 
development, while the soft side can be described by human aspects such as mutual trust 
(Barthélemy  2003, Koh et al. 2004).  
The following table (Table 2.9) summarises the key studies looking at ITORs. 
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Table 2.9: IT outsourcing relationship studies 
Study Year Where Research method Theory Findings 
McFarlan and 
Nolan (1995) 
1995 US Illustrative paper - The determinants of successful or failed IT 
outsourcing relationship relied upon a strategic 
alliance more than a contract. 
Willcocks 
and Choi 
(1995) 
1995 UK Qualitative (Three case 
studies) 
- The Henderson’s model was a good start in terms 
of formulating the total IT outsourcing relationship. 
Grover et al. 
(1996) 
1996 US Quantitative survey 
(n=188) 
Transaction Cost and Resource 
Dependence 
There was a significant correlation amongst 
consistent service quality, partnership, strategic 
alliance and successful outsourcing agreements. 
Kern (1997) 1997 UK Qualitative (11 case 
studies) 
Social Exchange Theory and Social 
Contract Theory 
Both parties emphasised upon the importance of the 
relationship in the IT outsourcing. The results also 
indicated that communication was significant in 
providing a better relationship. 
Lacity and 
Willcocks 
(1998) 
1991-
1995 
US/UK Qualitative case studies 
(61 sourcing decisions 
made in 40 
organisations) 
 
Fee-for-free service relationships needed detailed 
contracts and short-term contracts that last for the 
duration for which requirements were known. 
Short-term contracts led to cost savings 
Lee and Kim 
(1999) 
 
1999 Korea Quantitative survey (74 
paired interviews in 36 
organisations) 
Social Exchange and Power-
Political Theory 
The partnership quality was a critical success factor 
of IT outsourcing relationship. 
Kern and 
Willcocks 
(2000) 
1997 UK Qualitative (14 
managers 12 
organisations) 
Organisation, Social Exchange and 
Relational Contract Theory 
This study concluded that both contract and context 
dimensions, which include customer objectives and 
expectations, have a significant impact on the 
relationship interactions. 
Kern and 
Willcocks 
(2001) 
1997 UK Qualitative (5 case 
studies) 
Interorganizational Relationship 
Theory, Relational Contract Theory, 
and Transaction Cost Theory 
The authors concluded that by using this model 
organisations could: 
Easily identify their outsourcing decisions. 
Determine different parts of their IT outsourcing 
arrangements. 
Understand how these determinations might affect 
the IT outsourcing arrangements and assessments. 
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Study Year Where Research method Theory Findings 
Kern and 
Wilcocks 
(2002) 
2002 UK Qualitative (14 
managers 12 
organisations) 
Interaction 
approach 
They found that the interaction approach particularly useful for providing a 
consistent macro-framework for organising and carrying out their research into 
IT outsourcing relationships. The results also indicated that the interaction 
approach was too general, and had to be adapted for each specific IT 
outsourcing arrangement in order for the parties and their relationships to be 
studied in sufficient depth. 
Alborz et al. 
(2003) 
2003 Australia Illustrative paper - The main aim of the model was to identify a number of issues that researchers 
must consider in order to understand the success of IT outsourcing 
relationships. 
Alborz et al. 
(2004) 
2004 Australia Qualitative 
(interviews 29 
managers) 
- The result showed that there was a positive relationship between a good 
outsourcing configuration and a satisfactorily development of relationship 
quality between customers and vendors. 
Alborz et al. 
(2005) 
2005 Australia Qualitative 
(interviews 29 
managers) 
- The study concluded that the ten attributes (communication, trust, personal 
bond, commitment, conflict resolution, flexibility, participation, information 
sharing, cooperation, and listening) were critical for the measurement of 
relationship quality that could be deployed by both parties and researchers to 
assess the success of IT outsourcing relationships. 
Gong et al. 
(2007) 
2007 NZ Qualitative case 
study 
- Their findings proposed that transition, performance management, contract 
management, working style and knowledge exchange significantly affected 
outsourcing relationship quality. The results also confirmed that good 
relationship management during the operational stage of contract led to a 
successful relationship. 
Lee and 
Kim (2005) 
2005 Korea Quantitative 
survey (n=225) 
Behavioural-
Attitudinal 
Theory 
Theory of 
Reasoned 
Action 
The findings revealed that the Behavioural-Attitudinal model was the most 
effective in relation to IT outsourcing relationship. 
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Study Year Where Research 
method 
Theory Findings 
Goles and 
Chin 
(2005) 
2005 US Quantitative 
survey (n=175) 
Relational Exchange 
Theory 
The study concluded by developing a conceptually solid basis to identify, 
define and operationalise the factors in an outsourcing relationship. It also 
provided valid parsimonious items in order to measure the tested relationship 
factors. 
Han et al. 
(2008) 
2008 Korea Quantitative 
survey (n=267) 
Process Theory and 
Resource Based 
Theory 
The findings indicated that factors such as information sharing, communication 
quality and collaborative participation had a positive impact on the trust and 
commitment (i.e relationship intensity) with vendor. 
Lee et al. 
(2008) 
2003 Korea Quantitative 
survey (n= 163) 
Social Exchange and 
Network Theory 
They found that initial trust was central for the perception of mutual trust from 
the customer viewpoint. Another finding was that knowledge sharing 
positively influenced the IT outsourcing relationship. 
Lee and 
Choi 
(2011) 
2004 Korea Quantitative 
survey (n=148) 
Trust-based 
relationship 
They concluded that the effective interactions among factors such as ongoing 
trust/distrust and initial trust/distrust and knowledge sharing generated a 
successful IT outsourcing from both customer and vendor perspective. 
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MaFarlan and Nolan (1995) claimed that the CIO function, performance measurement, 
mix and coordination of tasks and customer-outsourcers interface were key factors in the 
effectiveness and outcomes of ITORs. The authors suggested that, in order to ensure the 
outsourcing success and relationship alliance, these factors should be managed properly. 
For the CIO function, they highlighted some key CIO duties and responsibilities, such as 
managing contracts, awareness of emergence technologies, ensuring of consistent 
planning of the organisation’s IT architecture and ongoing learning (i.e. a company 
should create an internal IT learning environment so their employees could adapt to any 
IT changes). Additionally, they argued that both vendor and client organizations must 
identify and develop performance standards, measure results and understand them 
continuously because the actual measurement of success is difficult. The authors argued 
that organisations should manage their outsourced IT activities to ensure the cost 
reduction. Finally, they argued that IT outsourcing activities should be managed at the 
appropriate management levels. For instance the management of vendor-customer 
relationships should be in both senior levels and lower levels. Technical and operational 
aspects had to be managed by staff and line managers. They concluded that the 
determinants of successful or failed IT outsourcing relationships relied upon a strategic 
alliance more than a contract. On the basis of case studies, Willcocks and Choi (1995) 
adopted Henderson’s (1990) strategic partnership framework in order to delineate the 
dimensions of strategic partnership. The purpose of this paper was to analyse the potential 
role of IT outsourcing in strategic alliances.. They found that the Henderson’s model was 
a good start in terms of formulating the total IT outsourcing relationship. 
Based on Transaction Cost and Resource Dependence theories, Grover et al. (1996) 
expanded  earlier research by studying the effect of both service quality and partnership 
on outsourcing relationship success. They claimed that the overall quality of service 
evaluation could be determined by the interactions between both buyers and sellers. From 
a marketing perspective, they discussed that a partnership was the process of buyer-seller 
(i.e. customer-vendor) integrative interactions. During these interactions both customer 
and vendor attempt to attain mutual goals.  As it was a regression study, they predicted 
that the combination of vendor service quality and four partnership elements (trust, 
communication, satisfaction, and cooperation) led to successful outsourcing relationship. 
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They concluded that there was a significant correlation amongst consistent service 
quality, partnership, strategic alliance and successful outsourcing agreements.  
On the basis of a series of case studies, Kern (1997) developed an ‘IT Outsourcing 
Relationship Model’ (Figure 2-1).  
 
Source: (Kern 1997, p. 44) 
Figure 2-1: IT Outsourcing Relationship Model 
 
Kern argued that an outsourcing relationship was divided into two stages (contractual and 
normative). The IT relationship mostly depended mostly on the former stage.  For 
success, the contract should include attributes such as exchanges of services and/or 
products, financial matters, service enforcement and monitoring methods, communication 
and/or information exchanges, key contact points, and general working context. He 
established first, the model represented the key characteristics of a vendor/client 
relationship. Second, Kern said that communication was the most critical attribute in 
achieving a stronger and closer relationship between the vendor and customer. Third, he 
argued that the greater the ability of both parties to handle conflict in the relationship, the 
greater the possibility to gain a successful relationship. 
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Lacity and Willcocks (1998) had a different opinion in terms of an IT outsourcing 
relationship. They contradicted the view of McFarlan & Nolan  (1995). On the basis of 
the case studies, they argued that the contract and its management were the most 
important relationship issue. They stipulated that both parties had to determine the 
agreement type and the agreement expectations. Also, issues such as service level 
agreement, cost saving, conflict resolution had to be entirely understood by both 
companies. Additionally, they classified the IT contract into three types in order to 
illustrate the type of IT outsourcing arrangement:  
• Fee-for-service: the vendor receives a payment from the client to do a specific job 
such as management of service (based on their findings it is the most popular 
type); 
• Strategic alliance/partnership: both the vendor and the client share the financial 
and physical investment (joint enterprise); and 
• Buy-in contract: 
In Korea, based on the survey (74 paired interviews in 36 organisations), Lee and Kim 
(1999) developed another model (Figure 2-2) ‘Research Model for Partnership Quality’ 
based on Social Exchange and Power-Political Theory, and customer perspective. The 
main purpose of their research was to identify the partnership quality determinants and 
study the impact of partnership quality on outsourcing factors. They also argued that the 
partnership quality divided into five components: trust, business understanding, benefit 
and risk sharing, conflict, and commitment. Variables such as participation, 
communication quality, information sharing, age of relationship, mutual dependency, and 
top management support would have significant influence on partnership quality. In order 
to assess the relative success factors to achieve  several benefits of outsourcing (strategic, 
technological and economic), they adopted the (Grover et al.  1996) model. The authors 
concluded that the partnership quality was a critical success factor of IT outsourcing 
relationship. 
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Source: (Lee & Kim 1999, p. 35) 
Figure 2-2: Research Model for Partnership Quality 
 
Other research on the basis of case studies (14 managers in 12 organisations) that 
contributed to IT outsourcing relationship literature has been conducted by Kern and 
Willcocks (2000, 2001, 2002).  First, based on the integration of three theories 
(Organisation, Social Exchange and Relational Contract), Kern and Willcocks (2000) 
developed a conceptual model in order to understand the outsourcing relationship. They 
argued that an outsourcing relationship could be identified by a number of dimensions. 
These dimensions encompass interactions, contract, context, structure and behavioural. 
The interactions dimension referred to the communication and exchange of the 
information between vendor and customer. The contract or service level agreement 
identify in detail the exchanges of services or products, financial matters, service 
enforcement and monitoring methods, communication and information exchanges, and 
key personnel and dispute resolution procedures. The contextual dimension includes the 
specific objectives and expectations of the outsourcing relationship such as technical, 
political and financial. The structure dimension is reflected by the key personnel relating 
to the contract and any resulting conflicts. The behavioural dimensions referred to the 
processes that occur in the outsourcing deal. These processes could be characterised by 
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commitment, trust, satisfaction, expectations and conflict. This study concluded that both 
contract and context dimensions, which include customer objectives and expectations, 
have a significant impact on the relationship interactions. Second, Kern and Willcocks 
(2001) further developed their framework (Figure 2-3) ‘Relationship Advantage: 
Conceptual Framework’. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Kern & Willcocks 2001 
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Figure 2-3: Relationship Advantage: Conceptual Framework 
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The model consisted of six dimensions of IT outsourcing relationship success 
(Outsourcing Intent, Contract, Structure Dimension, Interactions, Behavioural, and 
Efficiency & Outcome dimensions). The authors tested their model and as a result of case 
study analysis they developed the ‘IT Sourcing Relationships: Intent and Capability 
Model’ (Figure 2-4). This model is divided into four quadrants (business service, 
technical service, technology partnering and business alliance) which show the four 
outsourcing relationships that the client and vendor can form. The authors concluded that 
by using this model organisations could: 
• Easily identify their outsourcing decisions; 
• Determine different parts of their IT outsourcing arrangements; and 
• Understand how these determinations might affect the IT outsourcing 
arrangements and assessments. 
Business Value 
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Source: Kern & Willcocks 2001 
Figure 2-4:IT Sourcing Relationships: Intent and Capability Model 
 
A third study by Kern and Willcocks (2002) also was based on 12 interviews (7 
customers and 5 vendors). The authors adopted what they called an ‘interaction approach’ 
to understand the actual operational characteristics of IT outsourcing relationships. This 
approach assisted both parties to identify four short-term episodes, i.e. product/service, 
information, financial and social when they adopt the outsourcing venture. They found 
the interaction approach particularly useful for providing a consistent macro-framework 
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to organise and carry out their research into IT outsourcing relationships. The results also 
indicated that the interaction approach was too general, and had to be adapted for each 
specific IT outsourcing arrangement in order for the parties and their relationships to be 
studied in sufficient depth. 
In Australia, other empirical case studies were published by Alborz and his colleagues 
(2003, 2004, 2005, 2007). Alborz et al. (2003) presented a model of factors that had an 
impact on IT outsourcing relationship effectiveness. The authors divided these factors 
into three stages: pre-contract, contract and post-contract. These factors comprised 
outsourcing strategy, due diligence, contract development, governance, performance 
management, contract management, working relationship management and knowledge 
management. The main aim of the model was to identify a number of issues that 
researchers must consider in order to understand the success of IT outsourcing 
relationships. On the basis of a case study method (four pairs of medium- to-large client 
and supplier firms in public and private interviews - a total of 28 managers), Alborz et al. 
(2004) examined four key factors (intent, due diligence, contract and government 
arrangement) that assist in identifying the IT outsourcing configuration. The researchers 
argued that these factors influenced the quality of IT outsourcing relationships between 
parties. The result showed that there was a positive relationship between a good 
outsourcing configuration and a satisfactory development of relationship quality between 
customers and vendors.  Based on the same case studies, Alborz et al. (2005) focused in 
the quality of relationship and its association with IT outsourcing success. They defined 
relationship quality as ‘the degree to which both client and supplier managers regard the 
relationship as positive and constructive’ (Alborz et al. 2005, p. 1119). The authors 
reached the conclusion that ten attributes (communication, trust, personal bond, 
commitment, conflict resolution, flexibility, participation, information sharing, 
cooperation, and listening) were critical for the measurement of relationship quality that 
could be deployed by both parties and researchers to assess the success of IT outsourcing 
relationships. Lastly, in New Zealand, Gong et al. (2007) used a single case study of a 
long-term strategic outsourcing relationship. Their paper was an extension of Alborz et al. 
(2004). Their findings proposed that transition, performance management, contract 
management, working style and knowledge exchange significantly affected outsourcing 
relationship quality. The results also confirmed that good relationship management 
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during the operational stage of contract led to a successful relationship. Although these 
studies investigated the outsourcing success phenomena, they did not provide a clear 
definition of outsourcing success. 
When surveying the field, it is evident that the predominant view in the early outsourcing 
relationship literature (i.e. mainly 1994 to 2002) concentrated on the use of case studies, 
except Grover et al. (1996) and Lee and Kim (1999). After this period, the tendency of IT 
outsourcing relationship literature changed into more application of quantitative studies. 
The literature shows a number of quantitative studies that discuss the IT outsourcing 
arrangement and outsourcing success. For example, on the basis of a survey approach, 
Lee and Kim (2005) expanded their 1999 study by developing and testing three 
alternative theoretically supported models based on the Henderson (1990) model. The 
three models are ones based on Behavioural-Attitudinal Theory, another based on 
Respond Action Theory and a Simple Direct Affect Model (Lee & Kim 2005). The 
findings revealed that the Behavioural-Attitudinal model was the most effective in 
relation to IT outsourcing relationship. The authors suggested pursuing a number of 
actions to help outsourcing relationship sustainability. These actions included knowledge 
and information sharing and cooperation between parties. Using a survey approach and a 
structured equation model, and based on the Relational Exchange Theory and integrating 
both vendor and client perspectives, Goles and Chin (2005) constructed a model that 
identified and defined the factors in an IT outsourcing arrangement. They divided the 
relationship factors into two elements: attributes and processes. The authors used these 
elements as a measurement when both vendors and clients were surveyed. The attributes 
included commitment, trust, consensus, interdependence, cultural compatibility and 
flexibility, while the processes comprise communication, conflict resolution, 
coordination, cooperation and integration. They also provided a number of valid and 
effective items in terms of measuring these relationship factors. The study concluded by 
developing a conceptually solid basis to identify, define and operationalise the factors in 
an outsourcing relationship. It also provided valid parsimonious items in order to measure 
the tested relationship factors. 
In a paper by Han et al. (2008), using survey method, they adopted Process Theory and 
Resource Based Theory to develop a causal model. The main aim of their model was to 
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examine the influence of the client firm’s resource capability on the success of IT 
outsourcing. The model illustrates the subsequent flow of causal relationships among its 
elements (i.e. firm’s capability, interaction process, relationship intensity and outsourcing 
success) (Figure 2-5). The findings indicated that factors such as information sharing, 
communication quality and collaborative participation had a positive impact on the trust 
and commitment (i.e relationship intensity) with vendor. Despite the optimistic results of 
this study, these results cannot be generalised as the population was limited to Korea.    
 
Source: (Han et al. 2008, p. 32) 
Figure 2-5: Causal model of firm's capability 
 
Lee et al. (2008, 2011) focused their research on the relationship between trust and 
outsourcing success. On the basis of a survey, Lee et al. (2008) investigated the success 
of IT outsourcing relationships by analysing some factors such as initial trust, initial 
distrust, knowledge sharing and mutual dependency. This study showed first, that initial 
trust was central for the perception of mutual trust from the customer viewpoint; and 
second, that knowledge sharing positively influenced the IT outsourcing relationship. A 
recent study by Lee and Choi (2011) was an extension of the previous study (i.e. Lee et 
al. 2008). This was the first study that conceptually and empirically examined ongoing 
trust changes and its impact on IT outsourcing success. Based on the survey and using 
Partial Least Squares (PLS) method, the authors concluded that the effective interactions 
among factors such as ongoing trust/distrust and initial trust/distrust and that knowledge 
sharing generated  successful IT outsourcing from both customer and vendor perspective.  
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On the basis of a survey, Han et al. (2013) investigated the complementary influence of 
client and vendor IT capabilities on the IT outsourcing success. The results of their study 
revealed that both client and vendor IT capabilities were significant in outsourcing 
success. The results also showed that the best balancing can be achieved when both 
customer and vendor IT capabilities were at the same level. 
The main post-outsourcing relationship factors (relationship factors) that are most 
identified in the different literatures (IS, marketing and management) are discussed 
below: 
2.1.6. Relationship Factors 
Commitment  
The literature reveals that commitment is a cornerstone of any successful relationship 
(Morgan & Hunt 1994). Commitment is defined as ‘a pledge of relational continuity 
between exchange partners’ (Dwyer et al. 1987, p. 19). Another definition was presented 
by Mohr and Spekman (1994, p. 137), who defined it as ‘the willingness of trading 
partners to exert effort on behalf of the relationship’. Another broad definition of 
commitment is that ‘the willingness of both partners to continue exchange resources and 
exert effort in order to sustain an ongoing relationship’ (Fontenot & Wilson  1997, p. 6). 
In outsourcing relationships several studies showed the importance of commitment in 
association with outsourcing success e.g. (Han et al. 2008, Lee & Kim 1999). Similarly, 
Alborz et al. (2005) argued that commitment between parties led to a better quality of 
relationship.  
Communication 
Communication is reflected by the formality and informality of information sharing as 
well as exchange of meaningful and timely information between firms (Anderson & 
Narus 1990, p. 44). Heide and John (1992, p. 35) also defined communication as an 
‘Information exchange which defines a bilateral expectation that parties will proactively 
provide information useful to the partner’. In the IS domain Klepper (1995, p. 252) 
defined it as ‘more than day-to-day exchange of project related to information between 
client and vendor. It is also concerned with open revelation of needs and resources related 
to the future of the relationship’. In an outsourcing relationship, Grover et al (1996) found 
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that communication, as a factor of partnership, positively influenced outsourcing success. 
Some research also confirms that communication was critical for improving the quality of 
the IT outsourcing relationship (Alborz et al. 2005, Kern 1997, Lee & Kim 1999). A 
recent study by Lacity et al. (2009) assumed that communication was part of Relational 
Governance2 attributes (RG). They argued that there was a positive correlation between 
high levels of RG attributes and outsourcing success. 
Cooperation  
Cooperation is defined as ‘complementary coordinated activities taken by organizations 
in mutual relationships to achieve shared or singular outcomes with expected 
reciprocation over time’ (Anderson & Narus 1990, p. 45). In an outsourcing arrangement, 
Grover et al. (1996) argued that it had to consider cooperation between partners in order 
to achieve outsourcing success. In the same vein, Lacity et al. (2009) in their review of IT 
outsourcing literature claimed that cooperation was a key of IT outsourcing success. Lee 
and Kim (2005) suggested that cooperation between parties led to an ongoing outsourcing 
relationship. Klepper and Jones (1998) also noted that cooperation between parties was 
vital to build an outsourcing relationship.  
Some studies showed that both vendor and customer had a different view of cooperation 
in relation to outsourcing relationship success (Goles 2001, Goles & Chin 2005, Lee & 
Kim 2005). For example, the result of Goles’ (2001) study indicated that cooperation was 
significant factor from the vendor perspective; however, from the customer perspective it 
was the vendor responsibility to manage the relationship. 
Coordination  
The term coordination has been defined in many ways. Mohr and Spekman (1994, p. 138) 
defined coordination as ‘related to boundary definition and reflects the set of tasks each 
party expects the other to perform’. IS researchers have defined it as ‘How well the 
partners work together to understand each other’s needs and solve complex tasks’ 
(Fleming & Low 2007, p. 102). In an outsourcing relationship, studies have found that 
                                               
2
 Relational governance ‘covers the softer issues of managing client–supplier relationships, including trust, 
norms, open communication, open sharing of information, mutual dependency, and cooperation’ (Lacity et 
al. 2009, p. 137). 
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contract completeness and relational governance (customer and vendor high value of 
coordination) were vital for IT outsourcing success (Goo et al. 2009, Poppo & Zenger 
2002). On the other hand, a number of studies argued that coordination had no impact on 
outsourcing relationship and success. For instance, Lee and Kim (1999) found that 
coordination insignificantly impacted the partnership quality. In another study by Goles 
(2001), the result showed that there was no correlation between coordination and a 
successful relationship. 
Conflict resolution 
Conflict is the general level of disagreement between parties in terms of goals, roles, 
procedures and execution of the contract (Dwyer et al. 1987, Kern 1997). Kern (1997) 
argued that a successful relationship could be achieved by handling a conflict in the 
relationship. Alborz et al. (2005) noted that considering conflict resolution was critical to 
the improvement of relationship quality.   
Cultural similarity 
Cultural similarity is defined as ‘the extent to which partners have beliefs in common 
about behaviours, goals and policies are important or unimportant, appropriate or 
inappropriate and right or wrong’ (Morgan & Hunt 1994, p. 135). Kern (1997) 
emphasised the importance of cultural similarity in an outsourcing relationship. He 
claimed that minimising the cultural difference drove the accomplishment of relationship 
goals and objectives. Although this factor was important for the outsourcing relationship, 
some research showed that there was no relation between cultural similarity and better 
outsourcing arrangements (Goles 2001, Lee & Kim 1999). 
Interdependence 
Interdependence or mutual dependency has been defined in different ways. In 
management, it has been defined as ‘the mutual benefits gained from the participants 
interactions’ (Morgan & Hunt 1994, p. 138). Goles (2001, p. 49) described mutual 
dependency as ‘the extent to which each party’s attainment of goals is dependent on the 
other party’. The literature represents different findings regarding the interdependence as 
a determinant of successful partnership. For instance, Gundlach and Cadotte (1994) found 
that the higher the interdependence level, the higher the partnership success. Another 
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study by Mohr and Spekman (1994) contradicted this view. They found that there was no 
relation between interdependence and partnership success. Similarly, in outsourcing 
relationship, Lee and Kim’s studies (1999 and 2005) confirmed that there was a negative 
correlation between interdependence and partnership quality.  
Other studies showed optimistic results for interdependence. Based on a case study in the 
UK, Willcocks and Kern (1998) found that balanced mutual dependency positively 
affected the outsourcing relationship. In the same vein, Lacity et al. (2009) mentioned 
that Relational Governance elements (e.g. Mutual dependency) optimised outsourcing 
success. 
Flexibility 
Heide and John (1992, p. 35) described flexibility as ‘a bilateral expectation of 
willingness to make adaptations as circumstances change’. The literature shows that 
flexibility ensures a successful outsourcing relationship (Alborz et al. 2005, Goles 2001, 
Willcocks & Kern 1998). On the basis of a case study approach, Willcocks and Kern 
(1998) argued that flexibility was significantly important, especially in the contractual 
level. Goles (2001) claimed that flexibility is inevitable for a successful outsourcing 
relationship. He argued that the outsourcing environment was dynamic and encountered 
ongoing changes. According to his survey’s findings, Goles also found that only vendors 
considered flexibility as crucial because they were familiar with different types of 
changes such as technological and operational. Alborz et al. (2005) argued that flexibility 
was a fundamental element for the quality of relationships. 
Information/knowledge sharing 
‘Knowledge sharing refers to the extent to which critical, often proprietary, information is 
communicated to one’s partner’ (Mohr & Spekman 1994, p. 139). Several studies have 
discussed the importance of sharing knowledge between parties in an outsourcing 
relationship (Alborz et al. 2005, Lee & Kim 1999, Lee & Kim 2005, Lee et al. 2008). 
Alborz et al. (2005) noted that knowledge sharing positively influenced outsourcing 
relationship quality. Similar to Alborz et al.’s findings, Lee and Kim (1999) tested their 
hypotheses on 74 outsourcing relationships (36 clients and 54 vendors). They found that 
information sharing could significantly impact the partnership quality. Lee and Kim 
38 
 
(2005) noted that knowledge sharing had an indirect relationship with outsourcing 
success. Lacity et al. (2009) claimed that information sharing was one of Relational 
Governance elements. They also stated that there was a positive relationship between RG 
elements and outsourcing success. 
Trust  
The notion of trust has been defined in several ways. Marketing researchers, Morgan and 
Hunt (1994, p. 23) conceptualised trust as ‘existing when one party has confidence in an 
exchange partner’s reliability and integrity’. IS researchers, Lee and Kim (1999, p. 36) 
also described trust as ‘the degree of confidence and willingness between the partners’. In 
inter-organisational relationship, Zaheer et al. (1998, p. 143)  provided another definition 
for trust. They defined it as ‘the expectation that a party will act predictably, fulfils its 
obligations, and behaves fairly even when the possibility for opportunism is present’. 
Another definition was developed by (Paravastu 2007, p. 90). He defined trust in a 
vendor as ‘the willingness to be vulnerable to the actions of the IT outsourcing vendor, 
with an expectation that the vendor will not engage in opportunistic behaviour’. 
Trust has been broadly covered in the social exchange literature and it is considered as  
central to all relational exchanges (Morgan & Hunt 1994). Trust was found to be an 
effective factor when examining outsourcing success because it related to other factors 
such as communication, commitment and satisfaction ( Anderson & Narus 1990, Ganesan 
1994, Morgan & Hunt 1994). In outsourcing relationship, Grover et al (1996) found that 
there was a positive relationship between successful outsourcing relationship and trust. 
Lee and Kim’s (1999) findings supported the study by Grover et al. (1996) that 
outsourcing success was highly affected by trust level. Based on 18 outsourced IS 
development projects, Sabherwal (1999) pointed out that trust, which depended on early 
project successes, influenced outsourcing success. He also argued that trust was a vital 
determinant to achieve an outsourcing success. Most recently, Lee and Choi (2011) 
confirmed that the positive interaction among factors, such as ongoing trust/distrust and 
initial trust/distrust and knowledge sharing, led to successful IT outsourcing.  
However, some other studies have argued that trust has little effect on outsourcing 
success. For instance, Heiskanen et al. (2008) argued that trust itself was insufficient to 
achieve the client and vendor expectations; however, it had to consider a control factor as 
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well. In another study, Rustagi et al. (2008) lent support to Heiskanen et al. (2008), who 
argued that trust and control complement each other. Based on the survey of 138 client 
and vendor organizations, they found that high level of trust between both parties was 
reflected by less formal control. In addition, the literature illustrated that trust itself was 
not enough to predict outsourcing success. For example, Han et al. (2008), in a 
quantitative Korean study, showed that trust and commitment (relationship intensity) 
were positively associated with outsourcing success. 
Factor Interrelationships 
A number of studies have shown that some of these relationship factors are interrelated 
(Anderson & Narus 1990, Ganesan 1994, Morgan & Hunt 1994, Willcocks & Kern 
1998). For instance, on the basis of a survey approach (249 distributor firms and 213 
manufacturer firms), one study of the marketing relationship by Anderson and Narus 
(1990) showed that cooperation was an antecedent to trust rather than consequent to it. 
Also, based on the Commitment-Trust Theory, Morgan and Hunt (1994) tested 13 
hypotheses and found that shared values were a key precursor of both commitment and 
trust, while communication was a fundamental antecedent of trust. Based on a case study 
approach, Willcocks and Kern (1998) found that information sharing and communication 
played an important role in building trust. Simultaneously, trust depends on the 
commitment level between individuals. 
Some other studies have classified the relationship factors (Goles 2001, Goles & Chin 
2005, Henderson 1990, Lee & Kim 2005). For instance, Henderson (1990) and Lee and 
Kim (2005) have divided these factors into behavioural variables and psychological 
variables. Behavioural variables (partnership in action) included the fundamental factors 
that influence the operational performance in the relationship such as shared knowledge, 
interdependence and organizational linkage, while the psychological variables 
(partnership in context) referred to the extent to which the participants believed that the 
relationship would be sustained over time (Henderson 1990, Lee & Kim 2005). 
Psychological variables include mutual benefits, commitment and perception of trust. 
Similarly, Goles (2001) and Goles and Chin (2005) been introduced similar classification 
using synonyms. They classified the constructs into processes and attributes. The 
attributes were defined as ‘inherent characteristics or properties that contribute to 
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functionality and harmony of the relationship’, while the processes were described as 
‘how these attributes are developed’ (Goles 2001, Goles & Chin 2005, Lambe et al. 
2000). The processes of their model included communication, conflict Resolution, 
coordination, cooperation and integration, while the attributes included commitment, 
cultural compatibility, flexibility, interdependence and trust. 
Thus far, this researcher has looked at the main IT outsourcing relationship studies and 
the post-outsourcing variables (relationship factors) and how some of these factors have 
an impact on outsourcing arrangement success. However, it should be kept in mind that 
the primary mediating scale for measuring outsourcing success (satisfaction) is service 
quality (Grover et al. 1996). Additionally, the literature has shown major discrepancies 
when it comes to discussion of the notion of satisfaction.  
Service Quality 
Service quality has been described as the degree of discrepancy between the customer’s 
expectations and perceptions of services (Grover et al. 1996, Parasuraman et al. 1988). In 
a similar vein, Grönroos (1984) suggested that service quality was dependent on two 
constructs: expected service and perceived service. 
 The Marketing and Information Management literature has presented a widely popular 
framework, SERVQUAL, for measuring service quality (Brown et al. 1993, Buttle 1996, 
Cook & Thompson 2000, Fisk et al. 1993, James et al. 2002, Kettinger & Lee 1994, 
Parasuraman et al. 1985, Parasuraman et al. 1988, Parasuraman et al. 1991, Parasuraman 
et al. 1993). SERVQUAL is a tool or model for measuring service quality based on 
customer perceptions and it is divided into five key dimensions:  
• Tangibles: Physical facilities, equipment, and appearance of personnel 
• Reliability: Ability to perform the promised service dependably and accurately 
• Responsiveness: Willingness to help customers and provide prompt service 
• Assurance: Knowledge and courtesy of employees and their ability to inspire 
trust and confidence 
• Empathy: Caring, individualized attention the firm provides its customers 
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This tool measures service quality gaps by using a simple formula in the form of G = P - 
E, where P refers to perception of delivered service, E is expectation of service, and G is 
the gap. (Parasuraman et al. 1993, Parasuraman et al. 1985, Parasuraman et al. 1988, 
Parasuraman et al. 1991). The SERVQUAL instrument provided many advantages such 
as increasing customer satisfaction, validity, reliability and applicability in different fields 
(Fisk et al. 1993). SERVQUAL could be considered a diagnostic tool and was shown to 
be useful in evaluating information service systems (James et al. 2002). Various 
organizations have employed SERVQUAL in order to measure their service quality 
(Siadat et al. 2008, Kettinger & Lee 1994, Cook & Thompson 2000, Wei & Bin 2008). 
These experiences have shown SERVQUAL was able to successfully evaluate various 
types of services including IT services. A survey of available literature (Parasuraman et 
al. 1988) indicates that SERVQUAL is mainly based on evaluating the level of service 
quality from the perspective of customer perceptions. For this reason, some researchers 
have criticized SERVQUAL as it is a generic approach and did not consider some 
important issues in some domains (Brown et al. 1993, Buttle 1996, Cronin Jr & Taylor 
1992, Teas 1993). For example, (Teas 1993) argued about the lack of validity in different 
concepts such as performance forecasts and the importance of attribute, while (Buttle  
1996) rejected SERVQUAL based on theoretical and operational issues.  
The Marketing literature also presented a significant measurement of service quality, 
known as ‘disconfirmation paradigm’. Disconfirmation can be defined as ‘the 
discrepancies between prior expectations and actual performance’ (Churchill & 
Suprenaut 1982, Oliver 1980, Oliver et al. 1994). Oliver et al. (1994) suggested that 
negativity or positivity of disconfirmation depended on the level of prior expectations. He 
also argued that satisfaction is an outcome of positive disconfirmation. 
The service quality literature has been classified into two basic themes, technical service 
quality and functional service quality (Grönroos 1984, Gummesson 1989). Technical 
service quality refers to what is the actual value of the services (service quality) that 
customer receives from his/her service provider, while functional service quality refers to 
the way services are delivered. As organizational decision makers may not have prior 
experience of service delivery, functional quality will be out of the scope of this study 
(Rouse 2006). Technical service quality can be reflected by the delivery of service and 
the performance criteria that has been described in the service level agreement (SLA) 
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(Rouse 2006). Therefore, it is proposed in this research that technical service quality can 
have a positive effect on outsourcing success scales (economic, strategic and 
technological benefits).  
In the outsourcing context, the results of Grover et al. (1996) study indicated that service 
quality moderated the relationship between the level of outsourcing and its success. A 
positive disconfirmation would lead to outsourcing success and failure in adapting 
outsourcing strategy as a result of a negative disconfirmation. Similarly, Goles (2001) 
deployed SERVQUAL for measuring service quality. The author classified the quality 
into system quality, information quality and service quality. He found that the 
relationship between the extent of quality and IT outsourcing arrangement success was 
significant. 
This research will adopt Grönroos (1984, 1998) ‘perceived service quality’ concept (see 
Figure 2-6 below) because it not only measures customer satisfaction, as SERVQUAL 
does, but also measures the quality of service.  
 
Source: (Grönroos 1984, p. 40) 
Figure 2-6: The Service Quality Model 
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Satisfaction 
In  the Marketing literature, satisfaction has been defined as ‘a positive affective state 
resulting from the appraisal of all aspects of a firm’s working relationship with another 
firm’ (Anderson & Narus 1990, p. 45). Partnership success can be measured by both 
satisfaction and sales volume (Mohr & Spekman 1996).  
A large number of IS researchers have discussed IT outsourcing success (satisfaction) e.g. 
(Cheon 1992, Goles 2001, Grover et al. 1996, Kern 1997, Lee & Kim 1999, Rouse 2002, 
Rouse 2006). Some studies were qualitative e.g. (Lacity & Willcocks 1998, Saunders et 
al. 1997). Other studies were quantitative based e.g. (Grover et al. 1996, Han et al. 2008, 
Lee & Kim 1999, Lee & Kim 2005).  
Satisfaction has often been used as an overall measure of IT outsourcing success. For 
example, Cheon (1992, p. 51) defined it as ‘the satisfaction with economic, strategic and 
technological benefits gained by an organization as a result of deploying an outsourcing 
strategy’. Cheon (p. 51)’s referred to economic benefits as ‘an organization’s ability to 
produce the same goods or services at a lower costs, whereby increasing profit margins’. 
He also defined strategic benefits as ‘the achievement of focusing on several aspects 
include core business, strategic use of IT, enhancing IT competence and enhancing IS 
staff expertise’ (p. 51). Cheon’s definition for technological benefits was that ‘an 
organization’s ability both to gain accesses to leading-edge IT and to avoid the risk of IT 
obsolescence that results from accelerating changes in the nature of the IT infrastructure’ 
(p. 51). Similarly, Lee and Kim (1999) have adopted this scale however from both a 
business and user perspective. Business perspective is reflected by the economic, 
strategic and technological benefits, while user perspective refers to the quality of service 
(Lee & Kim 2005). Goles (2001) also has implemented Grover et al (1996)’s scale and 
included equity as an IT outsourcing measurement. He defined equity as the tradeoffs 
between benefits attained and discarded resources. In addition, Rouse (2002, 2006) has 
extended Grover et al. (1996) scale by adding two different aspects of satisfaction 
(satisfaction with the vendor’s performance ‘technical service quality’ and the value for 
money of the arrangement). Therefore, it is proposed in this research that outsourcing 
benefits (economic, strategic and technological) can have a positive effect on global 
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satisfaction. Also, it is proposed that global satisfaction positively affected the 
relationship quality (trust and commitment) between parties.  
On the basis of a survey of 152 organizations, Poppo and Zenger (1998) claimed that 
overall cost, service quality and the responsiveness of problems and enquires were basic 
measurements for the overall satisfaction. The overall measurements of outsourcing 
success based on the customer viewpoint were generic satisfaction, realization of client 
expectations and overall performance of the outsourced (system/service) (Fleming & Low 
2007). 
After addressing both service quality and marketing literature and considering specific 
shortcomings of SERVQUAL, this study then will use technical service quality and the 
disconfirmation paradigm for service quality assessment in relation to satisfaction 
(outsourcing success). Service quality will be tested against the impact of ITIL on IT 
outsourcing relationship. McBride (2009) attempted to identify some IT service 
management problems within IT departments. He noted that IT service management has 
recently attracted many researchers. Corresponding to IT service management explosion, 
organisations have adopted many frameworks in order to manage their services. 
2.2.   Information Technology Infrastructure Library (ITIL) 
framework  
2.2.1. Background 
One of the better known service management frameworks targeted at the IT industry is 
the Information Technology Infrastructure Library (ITIL) framework. ITIL is a ‘best 
practice’ framework for managing IT service, which can be adapted to any business 
environment. It was established at the end of the 1980’s (Brenner 2006, Cervone 2008) 
by a British service provider, (Central Computer and Telecommunication Agency 
(CCTA) later became part of the Office of Government Commerce (OGC). The  ITIL 
implementation framework is designed to result in a range of benefits for an organisations 
(ITSMF 2007 , Cater-Steel et al. 2006). Examples of these benefits include: 
• Increased user and customer satisfaction with IT services; 
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• Improved service availability, leading directly to increased business profits and 
revenue; and 
• Improved time to market for new products and services. 
ITIL is a manifestation of body of literature called IT service management this is 
concerned with delivering services, processes and infrastructure components through a 
comprehensive lifecycle. The service management considers the whole lifecycle from 
strategy through design and transition to operation and continual improvement. IT service 
management has inputs which reflect by resources and capabilities (i.e. service provider’s 
assets) and the outputs are the services that give value to the customers (ITSMF 2007 , 
Cater-Steel et al. 2006) 
Over the last two decades, ITIL has been modified to ensure more consolidated and 
straightforward framework (McLaughlin & Damiano 2007). ITIL has gone through a 
number of revisions-the most recent revision being ITIL 2011. Table 2.10 shows the 
development of ITIL. The main difference between ITIL v2, ITIL v3 and ITIL 2011 is in 
the service life cycle. Table 2.11 (shows the difference between ITIL v2 , ITIL v3 and 
ITIL 2011).  
Table 2.10: ITIL framework History 
Framework Years No of books incorporated in the framework Books 
ITIL 1989-1990s 42 
ITIL v2 2000-2007 9 
ITIL v3 2007- 2011 5 
ITIL 2011 2011-now 5 
 
Table 2.11: different between ITIL v2 and ITIL v3  
ITIL v2 ITIL v3 ITIL 2011 
Service Support Service Strategy  Service Strategy  
Service Delivery Service Design  Service Design  
Security 
Management 
Service Transition  Service Transition  
Applications 
Management 
Service Operation  Service Operation  
Planning to 
Implement Service 
Management 
Continual Service Improvement  Continual Service Improvement  
ICT Infrastructure 
Management 
Same principals, mostly editorial changes, slight content changes. 
Remarkable change was added the Business relationship 
management process under Service Transition volume. ITIL Business 
Perspective 
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The current version, ITIL 2011, was developed in 2011 and contains five core texts (or 
books), namely service strategy, service design, service transition, service operation and 
continual service improvement. Each outlines its own purpose, process; activity and role 
(see Table 2.12). 
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Table 2.12: ITIL 2011 framework ‘components; purpose; processes’ 
ITIL books 
components 
Purpose Main processes 
Service Strategy 
(SS) 
SS is the core of ITIL 2011 life cycle and it 
focuses on how to design, develop and implement 
service management. 
• Financial 
management 
• Service Portfolio 
Management 
• Demand 
Management 
• Business 
Relationship 
Management 
Service Design 
(SD) 
The design of appropriate and innovative IT 
services, including their architecture, processes, 
policies and documentation, to meet current and 
future business requirements. 
• Service catalogue 
management. 
• Service level 
management. 
• Capacity 
management. 
• Availability 
management. 
• IT continuity 
management. 
• Information 
security 
management. 
• Supplier 
management 
Service Transition 
(ST) 
ST aims to develop and deliver service to 
operational level. 
• Change 
management 
• Service asset and 
configuration 
management 
• Knowledge 
management 
Service Operation 
(SO) 
The delivery and support of the agreed level of 
service to both service providers and customers by 
managing the application, technology and 
infrastructure. 
• Event 
management. 
• Incident 
management. 
• Request fulfilment 
management. 
• Access 
management 
• Problem 
management 
Continual Service 
Improvement 
(CSI) 
Ongoing evaluation and improvement of the 
quality of service in order to maintain value for 
customers. 
• Service 
management. 
• Service reporting. 
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The ITIL framework focuses on different strategies for achieving high quality service, 
including a range of recommended techniques, methods, processes, activities and 
measurements. These aspects are often adopted by service providers to ensure better 
quality IT service delivery and, as a result, achieve greater customers’ satisfaction. Also 
customers can adopt some features and mechanisms of ITIL in order to better understand 
their responsibilities and attain their expectations.  
2.2.2. ITIL Academic Studies 
Cater-Steel & Tan (2006, p. 4) observed that ‘Australia is at the forefront of ITIL 
adoption’. In the same vein, the study by Gancenga et al. (2010) found that from 204 
responses, 56% had adopted ITIL V2 while 44 % had adopted ITIL v3. 
Cater-Steel and her colleagues authored a number of publications regarding the 
implementation and benefits of ITIL within organisations in Australia, the U.S.A. and the 
U.K. On the basis of a survey, Cater-Steel and Tan (2005) established that many 
public/private sector organisations made substantial progress in adopting ITIL 
framework. The results showed that the key factors of successful ITIL implementation 
were the commitment of senior management, followed by an effective ITIL champion. 
On the basis of five Australian case studies, Cater-Steel and Tan (2006) found that ITIL 
implementation could bring several benefits. These benefits include more rigorous 
control of testing and system changes, more predictable infrastructure, improved 
consultation with IT groups within the organisation, reduced server faults, seamless end-
to-end service, documented and consistent IT service management processes across the 
organisation, and consistent logging of incidents.  
In addition, Cater-Steel and McBride (2007) conducted a case study in the UK and 
mapped the success of process using Actor Network Theory. The researchers used the 
Actor Network Theory as a lens to study the adoption of ISO/20000. Their study found 
that the usage of ITIL could increase through enrolling people into an actor network. On 
the basis of survey, Cater-Steel et al. (2008) found similar results in previous surveys in 
2005, 2006 and 2007 that most participants had implemented ITIL framework. Another 
finding was that participants mostly implemented the service desk function, incident 
management and change management processes. The results also showed that large 
number of organisations made significant progress in upgrading their ITIL version from 
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V2 to V3. Most participants agreed that the key benefit of implementing IT service 
management frameworks was improved customer satisfaction. A year later, another study 
by Tan et al. (2009) conducted an Australian case study on a large government agency. 
They discussed critical success factors for ITIL implementation. The critical success 
factors included senior management support, project champion, relationship with 
vendors, change in corporate culture, project governance and execution, and realisation of 
benefits. The study found that the senior management commitment was key to the 
project’s success. 
Moreover, Pollard and Cater-Steel (2009) conducted four case studies in the U.S.A and 
Australia. The authors studied the challenges and benefits of implementing ITIL.  The 
study concluded that the benefits of implementing ITIL included a more predictable 
infrastructure from improved rigour during system changes, clarity to roles and 
responsibilities, reduction in system and service outages, improved coordination between 
functional teams, seamless end-to-end service, documented and consistent ITSM 
processes across the organisation, consistent logging of incidents, enhanced productivity, 
reduced costs, and improved customer satisfaction. The results also indicated that the 
most challenges of implementing ITIL were dual roles, engaging the right people, gaining 
technical staff support and measuring return in investment (ROI). On the basis of a 
survey, Gancenga et al. (2010) provided an international analysis of IT service 
management benefits and performance measurement by comparing the findings from an 
Australian survey with the results from a similar survey conducted in the U.S.A and the 
U.K. Results from the Australian survey showed that ITIL was the dominant used 
framework (95%) of the respondents. Respondents from the Australian survey indicated 
that organisations were ready to adopt ITIL V3. Another finding was that the balance 
scored card was the most known performance measurement that used by ITSMF 
Australia members. However, the comparative analysis of the Australian and U.S.A/U.K. 
surveys showed that participants had limited knowledge of performance measurement 
frameworks. 
As outlined above, IT service management is an emerging topic for academic research. 
Therefore it is not surprising that there is, as yet, little academic research on the ITIL 
adoption. Most studies to date have concentrated on likely benefits and reporting 
descriptive statistics (Pollard & Cater-Steel 2009, Iden & Langeland 2010). Several 
50 
 
authors have discussed the ITIL implementation phenomenon. These are listed in the 
following table (Table 2.13) with a summary of the key outcomes of the research. 
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Table 2.13: ITIL empirical studies 
Authors Country Research Method ITIL version Main issues and findings 
(Hochstein et 
al. 2005) 
Germany Case studies: Four large 
organisations 
ITIL v2 Analyses ITIL on the basis of principles for orderly modelling; and 
analyses the resulting implications of using ITIL in company practice. 
The key finding is that the use of ITIL is obviously cost effective. 
(Potgieter et 
al. 2005) 
South 
Africa 
Case study: large service ICT 
governmental unit 
Interviews and observations. 
ITIL v2 The prime aim of the study was to ascertain if a direct correlation 
exists between customer satisfaction and the use of ITIL. A second 
aim was to investigate whether Customer Satisfaction is an indication 
of effective service provision. 
The authors concluded that increased use of the ITIL framework is 
likely to result in improvements to customer satisfaction and 
operational performance. 
(Cater-Steel 
& Tan 2005) 
Australia Survey- questionnaire ITIL v2 This research established that many public sector organisations and 
private sector firms have adopted ITIL and are making substantial 
progress in implementing the framework.  
The factors identified as most critical to successful ITIL 
implementation were senior management commitment and an 
effective ITIL champion. 
(Cater-Steel  
& Tan 2006) 
 
Australia Qualitative Case studies (five 
large organizations “2 
universities, 2 large government 
departments and commercial 
organization) 
ITIL v2 The main finding was that several benefits were gained as a result of 
implementing the ITIL framework. These benefits include more 
rigorous control of testing and system changes, more predictable 
infrastructure, improved consultation with IT groups within the 
organisation, reduced server faults, seamless end-to-end service, 
documented and consistent IT service management processes across 
the organisation, and consistent logging of incidents. 
(Cater-Steel 
& Mcbride 
2007) 
UK Case study: interviews 
Large organisation 
Bank 
ITIL v2 and 
ISO/IEC 20000 
Certification 
The study mapped the success of the process using Actor Network 
Theory. This study found that the usage of ITIL could increase 
through enrolling people into an actor network. It also found that using 
Actor Network Theory helped managers to structure their activities for 
practicing service improvement. 
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Authors Country Research Method ITIL 
version 
Main issues and findings 
(McLaughlin & 
Damiano 2007) 
US Case study: 
Higher education  
Colleges 
ITIL v3 The authors found that involving key customers and IT personnel throughout the 
process is critical to success. 
(Cater-Steel et 
al. 2008) 
Australia Survey:  
Large organisations 
representing both the 
public and private 
sectors 
ITIL v2 
and ITIL 
v3 
Similar results in previous surveys in 2005, 2006, 2007. The results indicated that 
most participants implemented ITIL. Another finding was that participants mostly 
implemented the service desk function, incident management and change 
management processes. The results also showed that large number of organisations 
made significant progress in upgrading their ITIL version from V2 to V3. Most 
participants agreed that the key benefit of implementing IT service management 
frameworks was improved customer satisfaction. 
(Pollard & 
Cater-Steel 
2009) 
US 
Australia 
Case studies: 
public and private 
organisations 
 
ITIL v2 The authors  studied  the challenges and benefits of implementing ITIL The study 
concluded that the benefits of implementing ITIL included a more predictable 
infrastructure from improved rigour during system changes, clarity to roles and 
responsibilities, reduction in system and service outages, improved coordination 
between functional teams, seamless end-to-end service, documented and consistent 
ITSM processes across the organisation, consistent logging of incidents, enhanced 
productivity, reduced costs, and improved customer satisfaction. The results also 
indicated that the most challenges of implementing ITIL were dual roles, engaging 
the right people, gaining technical staff support and measuring return in investment 
(ROI). 
 
(Tan et al. 2009) Australia Exploratory Case 
study: 
Large government 
agency 
ITIL v2 The paper discusses critical success factors for ITIL implementation. The critical 
success factors included senior management support, project champion, 
relationship with vendors, change in corporate culture, project governance and 
execution, and realisation of benefits. The study found that the senior management 
commitment was key to the project’s success. 
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Authors Country Research 
Method 
ITIL 
version 
Main issues and findings 
(Iden 2009) Norway Longitudinal 
Case Study 
ITIL v2 The study investigated the implementation of incident and change management the results 
indicated that organisational and cultural aspects of process change were crucial to ensure 
the effectiveness of implementing ITIL. 
 
(Iden & 
Langeland 
2010) 
Norway Delphi study 
 
Study focussed on the critical success factors for ITIL. The critical success factors were: 
F1: Managers at all levels must have an ownership to the ITIL introduction  
F2: Senior Management must formally decide the introduction of ITIL  
F3: Identify and involve key personnel, and let them participate in the design and 
improvement of processes  
F4: Senior Management must have knowledge about and understanding of what process 
orientation means 
F5: Start with and prioritize a few ITIL processes where there are greatest opportunities for 
success 
F6: Information, characterized by openness, must be given up front to personnel and 
customers about what ITIL means, why ITIL is being introduced and what it will entail  
F7: General competence in process thinking, ITSM and ITIL must be provided for all 
concerned  
F8: A modular ITSM system is needed and must be applied for all processes  
F9: Plan for and communicate positive project results early and along the way  
F10: A specific training programme for the ITIL introduction of the various processes must 
be provided  
F11: Implement a standard system for measuring, analysing, and reporting on service level 
F12: Be conscious about the fact that introducing ITIL means changing organizational 
culture. The study found that factors related to the commitment of senior management were 
crucial for effective ITIL implementation. 
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Authors Country Research 
Method 
ITIL 
version 
Main issues and findings 
Gancenga et 
al. (2010) 
Australia Survey ITIL V2 
and ITIL 
V3 
The key objective of the study was to provide an international analysis of IT service 
management benefits and performance measurement by comparing the findings from an 
Australian survey with the results from a similar survey conducted in the USA and the UK. 
Results from the Australian survey showed that ITIL was the dominant used framework (%95) 
of the respondents. Respondents from the Australian survey indicated that organisations were 
ready to adopt ITIL V3. Another finding was that the balance scored card was the most known 
performance measurement that used by ITSMF Australia members. However, the comparative 
analysis of the Australian and USA/UK surveys showed that participants had a low knowledge 
of performance measurement frameworks.  
Mobarhan et 
al. (2011) 
Malaysia Case study ITIL V3 The researchers suggested a framework based on ITIL V3 to assist customers and vendors to 
manage their outsourcing projects. 
Kanapathy 
and Khan 
(2012) 
Malaysia Survey ITIL V2 
and ITIL 
V3 
The study revealed that ITIL was widely adopted in Multimedia Super Corridor status 
organisations. The results also indicated that ITIL implementation progress was found to be 
positively associated with firm size, in terms of turnover, total number of employees and total 
number of IT staff. 
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Few studies have, to date, examined ITIL implementation within an environment where 
much of the IT is outsourced, even though this is increasingly the situation in modern 
business. Some researchers proposed that ITIL adoption would lead to an improved IT 
outsourcing relationship. Based on referencing a 2004 Enterprise Management Associates 
study of 48 IT managers regarding the ITIL adoption, Twing (2006) argued that ITIL 
implementation could benefit IT outsourcing relationships in many ways, such as aligning 
business process requirements with the outsourcing relationship structure. Similarly, on 
the basis of case study observations, Cheng (2006) concurred with Twing’s argument that 
the adoption of ITIL in an outsourcing scenario could bring substantial benefits to both 
parties. These cases, however, need to be supported with empirical research, which this 
study intends to provide. 
2.3. The Relationship Between ITIL and IT outsourcing 
The following discussion will go through some ITIL processes in detail. The researcher 
assumes that the subsequent processes are related to IT outsourcing in general and 
Technical service quality in particular.   
Service Level Agreement 
SLAs are key in service level management (SLM) components under the Service Design 
function of ITIL framework. According to Great Britain Office of Government 
Commerce (2007, p. 65), ‘SLM negotiates, agrees, and documents appropriate IT service 
targets with representatives of the business, and the monitors and produces reports on the 
service provider’s ability to deliver the agreed level of service’. The goal of the SLM 
process is not only to focus on the agreed level of current IT services, but also that future 
services are delivered to agreed achievable targets. The main purpose of the SLM process 
is to ensure that all operational services and their performance are measured in a 
consistent, professional manner throughout the IT organization and these services and 
reports meet the customer’s requirements. SLM includes important objectives such as 
improving the service provider and customer relationship and communication, and 
improving customer satisfaction with the service quality delivered.  
To ensure the delivery of service quality, the service provider should manage customer 
perception and expectation. Therefore, to do that effectively the SLM establishes Service 
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Level Requirement (SLR) and Service Level Agreement (SLA). SLR is a customer 
requirement for an aspect of an IT service and it used to negotiate agreed service level 
targets. SLA can be defined as an agreement between the service provider and the 
customer that specifies the key service provider and customer responsibilities and agreed 
product or service to be provided in the way that meets both organizations needs (Great 
Britain Office of Government Commerce (2007). From the SLA definition it is clear that 
both service provider and customer are involved in the SLA management. In fact, it is 
recommended that the customer should be involved from the outset. SLAs should be up 
to date to ensure performance conforms to the service levels that have been agreed. Also, 
when designing the SLA, issues should be considered such as communications and 
language barriers. Any changes in the SLA have to be monitored under change 
management and Configuration Management System. 
The ITIL framework suggests some aspects that should be included in SLAs. For 
instance, SLAs also must be written clearly and without ambiguity. Issues associated with 
services such as service description, availability, performance and reliability have to be 
clearly addressed. Therefore, it is proposed in this research that well-defined SLAs can 
have a positive effect on technical service quality. 
Communication Quality 
The ITIL framework relates the communication quality issue within the service transition 
function. Service transition includes a number of processes that enhance the IT 
outsourcing relationship. OGC (2007) suggested that effective service transition can 
significantly improve a service provider’s ability to handle high volumes of change and 
releases across its customer base. One key objective of service transition is increasing 
both organizations satisfaction with the service transition practices including 
communications. Another important objective is that providing comprehensive plans that 
enable both parties to align their activities with the service transition plans. These 
objectives reflect the social aspects of IT outsourcing success factors such as integration, 
communications and knowledge sharing (Han et al. 2008). For example, service transition 
provides excellent communication procedures that enable both service providers and 
customers to communicate effectively (OGC 2007). Communication plan and path 
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(sequence of communication events) are examples of these procedures. Examples of a 
communication plan and path are shown in Figure 2-7 and 2-8.  
Communication Strategy 
 
Source: (Great Britain Office of Government Commerce 2007, p. 159) 
 
 
 
 
Communication Plan 
 Ownership 
 Style 
 Delivery mechanisms 
 Competence – skills 
 Audiences internal and  
external 
 Involve staff at all levels 
 Timescales 
 Key success factors 
 Monitor audience feedback 
 Ensure the right massage meets 
       the right people at the right time! 
 
 
Figure 2-7: Communication plan example within Service Transition in 
ITIL 
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Source: (Great Britain Office of Government Commerce 2007, p. 160) 
 
Another procedure that has to be taken into consideration is communication methods. 
There are number of communication methods such as face-to-face, team meetings, 
organization newsletter, posters/roadmaps and large workshops etc (OGC 2007).  For 
instance, large workshops ensured the clear delivery of the message to the target 
audience, while face-to face meetings were important because they ensured the 
involvement of senior management support and employees within organisation. 
Service transition conforms to the Plan-Do-Check-Act (PDCA) model in order to ensure 
the consistency through all transitioned processes. This model contains the core ST 
processes activities from the initiation to the completion. The PDCA model can be used 
by both organizations that are in charge with IT outsourcing relationship. Benefits can be 
gained such as ensure high level of performance, meet customer expectations, increase 
customer satisfaction, provide effective communication and configuration managements 
and reduce cost (OGC 2007). Therefore, it is proposed in this research that 
communication quality can have a positive effect on technical service quality. Figure 2-9 
below shows an example of the PDCA model. 
 
Current State                                                                                        
Predicted State 
Define the 
vision and team 
charters 
 
Perform 
Gap 
Analysis 
 
Obtain 
leadership team 
buy-in 
 
Develop work 
packages and 
reporting tools 
 
Establishing 
contributing 
groups 
 
Define 
Communication 
Plans 
 
Define pilot 
phases 
 
Individual / 
team targets 
agreed 
 
Plan how to get 
to targets and 
obtain feedback 
 
Perform, review 
and report 
 
Review whole 
process 
 
Figure 2-8: Communication Path example within Service Transition in ITIL 
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 Business case 
 Service Transition 
Statement of work 
 Service Management plan 
 Organisation models 
 Team and skills assessment 
 Profile and awareness 
 Perform Service Transition 
Kick off 
 Initiate Communication Plan 
 Initiate Supplier/Partner 
activity and reporting 
 Manage customer 
relationships 
 Access, review and manage 
risks 
 Perform regular customer 
and team reviews 
involved in service 
transition 
 Refine service transition 
processes and solutions 
based on SLAs and 
communicate 
 Maintain the management 
of change in all areas 
 Maintain risk 
management throughout 
 Validate SLAs are met 
 Sign of contract and cost 
models 
 Obtain business sign off 
for Service Transition 
 Define plan for ongoing 
Continual Service 
Improvement 
 
Source: (Great Britain Office of Government Commerce 2007, p. 160) 
Figure 2-9: The PDCA model example within Service Transition in ITIL 
 
Knowledge Management 
Knowledge management is one of service transition’s recommended practices. According 
to OGC (2007), the main purpose of knowledge management is to ensure the delivery of 
correct information to the right person or place at the right time in order to have a right 
decision. The key objective of knowledge management is assisting firms to enhance the 
management of decision making quality by providing reliable and secure information. 
Also, knowledge sharing process enables vendor to improve service quality, increase the 
satisfaction level and reduce the service cost (OGC 2007). ITIL suggests a number of 
techniques for knowledge transfer. These techniques include learning styles (that rely on 
age, culture, attitude etc.), knowledge visualisation, driving behaviour and technology-
based events (e.g. seminars). Also ITIL provides several tools in order to manage 
knowledge. These tools encompass document management, records management and 
content management.  Therefore, it is proposed in this research that knowledge 
management (sharing) can have a positive effect on technical service quality. 
In summary, a large number of researchers showed their interests in IT outsourcing. 
Several key issues have emerged from the IT outsourcing literature. Some researchers 
classified different IT outsourcing arrangement types (Currie & Willcocks 1997, Luftman 
Plan Service 
Transition
Perform
(Do)
Review
(Check)
Close
(Act)
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1996, Millar 1994, Willcocks & Lacity 1998). Issues such as IT outsourcing potential or 
actual benefits/risks have also been studied extensively (Apte et al. 1997, Aubert et al. 
1998, Clark et al. 1995, Earl 1996, Kremic et al. 2006, Lacity & Willcocks 2000, 
Mcfarlan & Nolan 1995, Rouse & Corbitt 2003, Taylor 2007). While some researchers 
studied the determinants of IT outsourcing (Lacity & Hirchheim 1994, Lacity et al. 1995, 
Loh & Venkatraman 1992a, Loh & Venkatraman 1992b, Saunders et al. 1997), others 
focused on the development of a good contract (Willcocks et al. 1995, Willcocks et al. 
1999). Although there is an ample variety of research in IT outsourcing literature, much 
of it is speculative, anecdotal and opinion based (Rouse 2002). 
Organisations generally adopt IT outsourcing in order to achieve benefits such as cost 
saving, access to expertise or to attain better quality (Lacity et al. 2001, Lacity et al 2012, 
Loh et al. 1992a). However, the last decade has seen a general reformulation, within the 
business literature, of internal support functions as ‘service providers’. As part of this 
trend, issues related to IT service management have received increasing attention in the 
Information Systems literature (Gacenga et al. 2010, McBride 2009). Iden (2009) 
observed that an IT department must shift attention from technological infrastructure to 
the IT services it provides. On the basis of several case studies, McBride (2009) echoed 
this, identifying a number of key IT service management problems within IT 
departments.  
Gancenga et al. (2010) observed that in order to achieve cost savings, many organisations 
have invested in some form of Information Technology Service Management (ITSM) 
framework (ISO/IEC 20000). Corresponding to the rise in focus on IT service 
management, organisations began adopting a range of service-management frameworks 
in order to manage their services. Several frameworks exist, such as Control Objectives 
for Information and related Technology (COBIT), ISO 20000 and the Information 
Technology Infrastructure Library (ITIL). In Australia, ITIL is the most frequently used 
framework (Cater-Steel et al. 2006). 
Most studies of ITIL to date have concentrated on likely benefits (Iden et al. 2010, 
Pollard et al. 2009). Even though several authors have discussed the ITIL implementation 
phenomenon, few empirical statistical studies are yet available  (Hochstein et al. 2005).  
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Even fewer studies have, to date, examined ITIL implementation within an environment 
where much of the IT is outsourced, though this is increasingly the situation in modern 
businesses (Cheng 2006, Twing 2006). Some researchers proposed that ITIL adoption 
will lead to an improved IT outsourcing relationship. Twing (2006) argued that ITIL 
implementation can benefit IT outsourcing relationships in many ways, such as by 
aligning business process requirements with the outsourcing relationship structure. Cheng 
(2006) concurred with Twing’s argument that the adoption of ITIL in an outsourcing 
scenario can bring substantial benefits to both parties. These isolated cases, however, 
need to be supported with further empirical research, which was the intent of this study. 
2.4. Summary 
This chapter surveyed the pertinent literature underpinning the study. This chapter began 
by introducing IT outsourcing, its benefits, risks and types. Then it discussed the IT 
outsourcing relationship phenomenon. Furthermore, the chapter addressed the ITIL 
framework. This included issues such as background, benefits, practices and its relation 
to IT outsourcing. The chapter concludes with summary of key issues had discussed in IT 
outsourcing and ITIL literature and how these are related. Chapter 3 will discuss the 
theoretical foundations and the conceptual model of the research.  
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Chapter 3 : Developing the Theoretical Model 
The main objectives and motivations of this research were presented in Chapter 1. 
Chapter 2 provided the relevant literature underpinning the study. Based on the findings 
from the literature, this chapter discusses the theoretical foundation and research 
hypotheses. This chapter starts with Section 3.1, which discusses the preliminary focus 
group. Section 3.2 provides a theoretical foundation of this research. This followed by 
Section 3.3, which highlights the research model and main hypotheses. The chapter is 
finally summarised in Section 3.4. (See Table 3.1) 
Table 3.1: Organisation of the thesis – Chapter Three 
Chapter 1 Introduction 
Chapter 2 Literature Review 
Chapter 3 Developing the Theoretical Model 
3.1 A Preliminary Focus Group  
3.2 The Aim of the Preliminary Focus Group 
3.3 Research Method 
3.4 The Researcher’s Role and Focus Group 
Themes 
 
3.5 Sampling method and unit of analysis 
 
3.6 Data gathering 
 
3.7 Finding and Discussion  
 
3.8 Theoretical Foundation 
 
3.9 Research Model and Hypotheses 
 
3.10 Chapter Summary 
Chapter 4 Research Methodology 
Chapter 5 Descriptive Analysis 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory 
Chapter 8 Supplementary Focus Group 
Chapter 9 Discussion and Conclusion 
 
3.1. A Preliminary Focus Group of ITIL and IT outsourcing 
Relationship  
The review of the literature has indicated that the adoption of IT outsourcing strategy has 
shifted to new trends which relate to IT service management. Therefore, organisations are 
using several frameworks (i.e. ITIL) in order to attain better service quality. Although 
some researchers, including (Cheng 2006, Twing 2006) highlighted that ITIL has a 
63 
 
positive impact on an IT outsourcing relationship, their arguments need to be supported 
with further empirical research. It was therefore essential to undertake an exploratory 
investigation before developing a conceptual framework to be empirically tested. The 
purpose of the exploratory study was to enrich the understanding of ITIL implementation 
within an environment where much of the IT is outsourced. It is also to gain insights to 
inform the development of the conceptual model and the research instrument. The pilot 
study is based on focus group interviews conducted with IT managers involved in ITIL 
implementation within IT outsourcing environments in Australia.  
3.2. The Aim of the Preliminary Focus Group 
The researcher used an initial focus group strategy in order to evoke participants’ ideas 
and views. The researcher was also eager to know how participants think and why they 
think in that particular way (Kitzinger 1995). Morgan (1996) recommended a strategy for 
data collection. This strategy is to conduct a focus group preceding survey method, which 
is used to develop the content of questionnaires.  Therefore, the researcher believes this 
strategy enriches his understandings of ITIL impact on IT outsourcing relationship 
phenomena (Kitzinger 1995, Myers 2009, Neuman 2011).  
3.3. Research Method 
Since the goal of the exploratory study was to gain an understanding of the practical 
experiences of IT outsourcing organisations undertaking ITIL, a qualitative research 
method using a focus group interview was adopted (Kitzinger 1995, Myers 2009, 
Neuman 2011). In the event that there is little available information available about the 
phenomenon under investigation, and when the purpose is to identify constructs of a 
research model and/or define research hypotheses and/or survey instruments, Morgan 
(1988) recommends the use of an exploratory focus group. This preliminary qualitative 
focus group is meant only to inform the development of the conceptual framework and 
hypotheses to be validated and tested by the quantitative study that follows. This 
sequence uses the strengths of qualitative methods for exploratory work to help ensure 
that the model takes into account unique circumstances, and that the survey covers all the 
important dimensions (Morgan 1998).  
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3.4. The Researcher’s Role and Focus Group Themes 
A focus group provides an opportunity for participants to explore their own experiences 
of phenomena with others. Morgan (1996) argues that the effective focus group structure 
is highly related to the degree of control by the moderator. He claims that two elements 
determined the group effectiveness. First, the relevance of questions asked to the topics 
discussed; second, how the participants’ interactions are managed. In this focus group, 
the researcher was responsible for a number of issues such as preparing the group 
meeting, the venue, the questions, and for moderating the group.  
The main themes explored in the focus group were:  
• The level of experience participants had with IT outsourcing;  
• The level of experience participants had with ITIL; and 
• The perceived relationship between IT outsourcing and ITIL, and in particular 
how, if at all, ITIL would affect the relationship between vendor and customer 
3.5. Sampling method and unit of analysis 
Participants in the focus group were, necessarily, selected opportunistically, rather than at 
random. According to Krueger and Casey (2009), the focus group is shaped when there is 
something in common among participants (i.e. homogeneity). Based on this principle the 
researchers sought out people who had a background in service management and IT 
outsourcing. To meet both criteria, IT service managers in IT operational groups in 
companies were selected, as they had the required experience in implementing service 
management standards and ITIL. The unit of analysis in this research is the operational IT 
group. 
3.6. Data gathering  
Informants were four IT service managers who were already known to the School of 
Business IT and Logistics at RMIT University. To validate the research’s findings, email 
communication between the interviewer and interviewees was maintained. Four people 
agreed to participate in this research. All participants have experience in IT outsourcing 
and use ITIL in place. The informants came together in a focus group that lasted 
approximately 90 minutes. The focus group interview was conducted in February 2010 
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and it was entirely in English. All focus group responses were digitally recorded and 
transcribed. Initially, the recorded focus group interview was transcribed by the 
researcher. Then, the researcher listened to an audio recording and noted useful parts of 
the discussion to highlight relevant conversations (Krueger & Casey 2009).   
 
Typically, a focus group includes three to six key questions (Kreuger 1994). The three 
main questions provided to participants in this case that are based on the abovementioned 
themes (shown in Section 3.4), (all open-ended) were: 
• How successful is the IT outsourcing arrangement in meeting its goals? 
• Are you familiar with the ITIL framework? and 
• What roles do ITIL recommended practices play in managing your IT outsourcing 
arrangement? (Discussion was then focused on the impact of these practices). 
 
The responses to these questions were then analysed in detail. 
All interview questions are presented in Appendix A, and the nature of these questions 
were based on ITIL recommended practices regarding key concepts of IT outsourcing 
arrangement. The focus group questions were constructed based on both the ITIL 
framework and the IT outsourcing arrangements regarding key roles of ITIL 
recommended practices within IT outsourcing relationship context.  
Before the focus group interview began, the researcher provided a plain language 
statement (PLS) (see Appendix B) and consent from for each participant as shown in 
Appendix C. For the issue of ethics, participants were absolutely considered as volunteers 
so they had a right to withdraw partially, completely and/or were free to refuse to answer 
any questions at anytime. The privacy and confidentiality issue was a critical taken into 
consideration by the researcher and no personal information was collected to ensure 
anonymity. All records are maintained as secure electronic records. All these records are 
stored securely at RMIT server for a period of five years. Then this host server will be 
deleted and expunged. The information can be disclosed solely when the participants 
provide written permission.  
The researcher has followed the Krueger and Casey’s (2009) suggestion in terms of 
starting the focus group discussion which generally lasted between three and five 
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minutes. The interviewer (the researcher) begun by introducing himself, welcoming and 
thanking the participants for their attendance. Then he gave a brief summary about the 
topic of this research. The researcher clarified some rules for participants to assist the 
streamlining of the interview processes. For example,  
• To freely comment or raise a point with one another about any questions; 
• The interview would be recorded to ensure the researcher captured as many 
comments as possible; and 
• To openly and directly ask the researcher if they are any queries.  
Lastly, the actual start of the focus group interview occurred when the interviewer asked 
the participants to speak about their role in the organisation and their past experiences.   
3.7. Findings and Discussion 
Initially the researcher classified the transcripts based on the explored themes (Section 
3.4) and new themes which seemed to emerge in the focus group. The researcher then 
grouped the participants’ comments and shared comments according to these themes.  
As a result of this process, a number of themes emerged. However, only findings 
associated with the relationship between ITIL recommended practices and IT outsourcing 
arrangement are reported in this chapter. The findings have been organised into three 
main benefits of a service management framework, which were the prominent themes 
that emerged from the focus group discussions:  
• Service level agreements (SLA); 
• Communication quality and knowledge sharing; and 
• The relationship between ITIL and customer satisfaction. 
Service Level Agreement (SLA) 
The respondents noted that a comprehensive and effective SLA is a key in service level 
management (SLM) components under the Service Design function of the ITIL 
framework. The ITIL framework suggests some aspects that should be included in SLAs. 
For instance, SLAs must be written clearly and without ambiguity. Issues associated with 
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services such as service description, availability, performance and reliability have to be 
clearly addressed.  
All participants (P1, P2, P3 and P4) emphasized the importance of SLAs to the success of 
an outsourcing arrangement. This supports findings from the IT outsourcing literature 
(Fitzgerald & Willcocks 1994, Goo et al. 2009, Shi et al. 2005), which emphasizes the 
criticality of well articulated and well managed SLAs.  
P1 advised that ITIL suggestions that customers should carefully articulate the 
contractual obligation of their service delivery carefully meant they could then more 
easily report on the level of vendor performance and identify any problems that might 
emerge. This lends support to Lacity and Willcocks’ (2001) observation that the 
identification and specification of services should be under the customers’ accountability. 
A service assurance manager (P1) explained that:  
I think with outsourcing arrangements, you formalize the law of your 
service delivery and you report a matrix in actual delivery around it, so 
when you do engage in a contract with the outsourcer you can put 
contractual obligation to service delivery agreement in place and can 
regularly report on these things - to understand how they are performing 
or not performing, or any issues that come out or any problems they come 
across. 
Another issue discussed by informants was the structure of SLAs. P3 emphasised that 
well structured SLAs, developed within the ITIL framework, led to a reduced level of 
conflicts between parties. His comment has been supported by (Goo & Haung 2008, Shi 
et al. 2005). P3 (responsible for client use of computers) reported that:  
It should be that what is put in front of them is understandable and it’s 
based on good structure and a framework behind it and again just no 
surprises and ‘I know what’s going on’. ITIL helps organisations provide 
that. 
P3 also argued that good SLA management leads organisations to more sophisticated 
interactions with the vendor, and reduces conflict between both parties. He stated that:  
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The whole point of the contracts and the penalties is to make sure that the 
organization is sophisticated enough. You don’t want to go to that stage 
where you haven’t defined each other. 
Communication Quality and Knowledge Sharing 
The ITIL framework emphasizes the importance of both communication quality and 
knowledge sharing issues within the service transition function. For communication 
quality, this ITIL function recommends a range of communication procedures that enable 
both service providers and customers to communicate effectively. For knowledge sharing, 
ITIL suggests a number of techniques for knowledge transfer. These include learning 
styles (that rely on age, culture, and attitude), knowledge visualisation, driving behaviour 
and technology-based events (e.g. seminars). Also, ITIL provides several tools in order to 
manage knowledge. These tools encompass document management, records management 
and content management.     
In the focus group, participants considered knowledge sharing to be a part of 
communication, which supports the definition presented by Heide and John (1992, p. 35). 
who defined communication as ‘information exchange [that] defines a bilateral 
expectation that parties will proactively provide information useful to the partner’. 
Participants had a lengthy conversation about the nature of knowledge sharing. When the 
researcher raised the question about the responsibility of managing changes, P2, P3 and 
P4 articulated their agreement about the criticality of these issues. For example, P2 
advised that managing the changes was a service providers’ responsibility, but argued 
that providers should inform their customers about it. The senior manager of ITIL 
management and monitoring at one firm (P2) explained:  
It’s a service provider’s responsibility to manage the change. But as part 
of that responsibility communicate back to your customer - let them know 
what it is that you are doing… the customer doesn’t need to manage or 
know about the change but they want to be communicating too.  
P3 discussed the emphasis on communication quality and knowledge sharing within ITIL, 
and their role in structuring a better IT outsourcing relationship. He reported that: ‘So 
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when you start to give me common language, common approach, common things, then it 
helps you basically structure the relationship much better’. 
The participants also suggested that this theme could be obviously reflected by the 
service reporting. The service reporting standards within ITIL require reports that include 
what both parties did; how to ensure a particular problem did not occur in the future; and 
how to improve the service in general (OGC 2007). P1 highlighted that service reporting 
was vital, as it assisted both organisations in terms of performance evaluation. P3 agreed 
that service reporting was an important tool to minimise problems in the relationship. The 
service assurance manager for one firm (P1) explained: ‘Absolutely. If they buy data 
services for example, I want to look for the performance of the data throughput - you 
provide them with [that] in regular reporting’.  
A client computing manager (P3) stated: ‘So, If you start, say, reporting of escalations or 
complaints or something like that around scenarios, regular reporting will [prevent] the 
social problems around these relationships’.  
An issue that the informants raised was the value of the RACI model incorporated into 
ITIL. This model classifies the type of responsibility of players into: responsible, 
accountable, consulted and informed. The classification can be applied by both vendor 
and customer in order to enhance understanding of each other’s roles. Both P2 and P4 
reported that the adoption of this model enhanced the communication quality between 
organisations. For example, participant (P4) explained:  
If you apply this model to various roles, both in the customer side and 
vendor side, then you get a good idea what information you pass to them 
and you also set their expectations and you know what they expect from 
you. 
ITIL and Customer Satisfaction 
A key goal of the ITIL framework is to increase the internal customers’ satisfaction. ITIL 
recommends techniques, methods, processes, activities and measurements that are often 
adopted by service providers to ensure better quality IT service delivery and, as a result, 
achieve greater customers’ satisfaction. 
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The academic literature demonstrates that satisfaction is an integral part of any successful 
relationship (Cheon 1992, Goles 2001, Grover et al. 1996, Kern 1997, Lee & Kim 1999, 
Rouse 2006). This prompted a question to focus group participants about how ITIL could 
be implemented from a customer’s viewpoint. 
There was overall agreement among focus group participants about the positive impact of 
ITIL on improving an IT outsourcing relationship, which incorporates customer 
satisfaction. However, only one participant talked specifically about the issue of 
satisfaction. The senior manager of ITIL management and monitoring (P2) said:  
ITIL is more about providing customer satisfaction and driving customer 
satisfaction up…the whole purpose of ITIL is to provide better services to 
your client. So the aim of it is to keep growing your customer satisfaction 
to a higher level, and ITIL will provide a framework to be able to do that. 
The emerging themes of the focus group, and which participant reported them, are 
presented in Table 3.2. 
Table 3.2: The Emerging Themes of a Focus Group 
Emerging Themes Participant 
P1 P2 P3 P4 
SLAs 
 Good SLAs positively affect Vendor Performance  
    
 Well structured SLAs support ongoing relationship     
 Poorly crafted SLAs lead to poor outsourcing outcomes  and negatively 
impact ongoing relationship     
Communication Quality and Knowledge sharing 
 Involves allocating responsibilities and sharing of information     
Leads to better IT outsourcing relationship structure     
 A key benefit of ITIL is its service reporting requirements 
    
The RACI model enhances relationship clarity  
 
 
 
Customer Satisfaction 
ITIL improves the quality of the outsourcing relationship because its 
practices lead to better performance and satisfaction     
 
The key findings from this preliminary focus group were based on the three main 
questions provided to participants, especially the last question: ‘What roles do ITIL 
recommended practices play in managing your IT outsourcing arrangement?’ The 
researcher has only considered issues (i.e. themes) that are related to the relationship 
between ITIL recommended practices and IT outsourcing arrangements. Overall the 
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focus group informants suggested that ITIL’s main impact on outsourcing relationship 
quality was via service level agreement practices, and via mechanisms that are designed 
to improve communication quality and knowledge sharing.  They also emphasized that it 
is through improving performance and customer satisfaction that adoption of ITIL led to 
a better outsourcing relationship.  
Participants also considered knowledge sharing an important part of communication 
quality. The findings suggest that the ITIL framework confirmed the usefulness of ITIL 
techniques that lead to improving the IT outsourcing relationship. The techniques 
identified were systematic change management, formal service reporting and the use of 
the RACI model. 
Customer satisfaction is a central goal of the ITIL framework. All ITIL practices, 
techniques, aspects and methods are devoted to achieve this objective. There was overall 
agreement among focus group participants about the positive impact of ITIL on 
improving an IT outsourcing relationship, through its impact on customer satisfaction.  
3.8. Theoretical Foundation  
The IT outsourcing literature can be categorised into three areas: informed by economic, 
strategic and social issues (Dibbern et al. 2004). The economic category basically 
includes Transaction Cost Theory and Agency Theory. Resource-based, Resource-
dependence Theory and Game Theory are examples of the strategic category, while the 
social category includes theories such as Social Exchange Theory and Exchange Theory 
(See Table 3.3 below).  
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Table 3.3: Theories used in IT outsourcing 
Theory Key Author (s) Authors in ITO Field (examples) Main constraints 
Transaction Cost 
Theory (TCE) 
(Coase 1937), (Williamson 1975, 
Williamson 1981, Williamson 1985), 
(Alchian & Demsetz 1972) 
(Loh & Venkatraman 1992a), (Aubert et al. 
1998), (Ang & Straub 1998), (Hancox & 
Hackney 2000), (Bahli & Rivard 2005, 
Bahli & Rivard 2003), (Oh et al. 2006) 
Relative cost advantages Threat of 
opportunism. 
Project complexity. Project strategic 
importance. 
Asset Specificity. Uncertainty. 
Frequency 
Agency Theory 
(AT) 
(Ross 1973), (Mitnick 1975, Mitnick 
1986) (Jensen & Meckling 1976), 
(Eisenhardt 1985, Eisenhardt 1989), 
(Alchian & Demsetz 1972) 
(Aubert et al. 1998, Aubert et al. 2005), 
(Hancox & Hackney 2000), (Bahli & Rivard 
2003, Bahli & Rivard  2005) 
Project outcome measurability. 
Vendor behaviour observability 
Moral hazard. Unpleasant selection. 
Imperfect commitment. Information 
Asymmetry. 
Different risk perceptions. 
Knowledge-
Based Theory 
(KBT) 
(Conner 1991), (Grant 1996b, Grant 
1996a), (Kogut & Zander 1992, 
Kogut 2000), (Spender 1996) 
(Tiwana & Bush 2007) Knowledge is main resource. 
Heterogeneous capabilities. 
Requirements volatility 
Resource-based 
Theory (RBT) 
(Wernerfelt 1984), (Barney 1986b, 
Barney 1986a, Barney 1986c, Barney 
1991a, Barney 1991b), (Grant  1991) 
(Lacity 2002, Gottschalk & Solli-SãTher 
2005, Borman  2006), (Han et al. 2008) 
Assets. Capabilities. 
Resources must be rare, valuable 
difficult to duplicate. 
Resources should determine the 
company performance. 
Focus on internal analysis of the firm 
Resource-
dependence 
Theory (RDT) 
(Pfeffer & Salancik 1978), (Ulrich & 
Barney 1984) 
(Cheon et al. 1995), (Grover et al. 1996) 
,(Lacity 2002, Borman 2006, Koong Kai S. 
et al. 2007), (Al-Qirim  2003) 
Focus on external environment. 
Three factors determine the external 
dependence of one firm to another: 
resource importance, discretion and 
alternatives. 
Social Exchange 
Theory (SET) 
(Homans 1958), (Emerson 1962), 
(Blau 1964), (Cook 1977) 
(Kern 1997, Kern & Willcocks 2000), (Lee 
& Kim 1999) 
Trust. Power. Commitment. 
Communication 
Information sharing. 
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Theory Key Author (s) Authors in ITO Field 
(examples) 
Main constraints 
Core Competencies 
Theory (CCT) 
(Prahalad & Hamel 1990) 
Present some characteristics of 
core competencies. 
(Hancox & Hackney 
2000), (Gottschalk & 
Solli-SãTher  2005) 
Activities should be performed either in-house or by 
supplier firms. 
Stakeholder Theory 
(ST) 
(Freeman 1984), (Donaldson & 
Preston 1995), (Jones 1995, Jones 
& Wicks 1999) 
(Gottschalk & Solli-
SãTher 2005) 
Include four principles that reflect the moral reasons; 
honouring agreements; avoiding lying; respecting the 
autonomy of others; and avoiding harm to other. 
The number of Stakeholder groups is the main theory 
dimension. 
Relational 
Exchange Theory 
(RET) 
(Macneil 1974, Macneil 1978, 
Macneil 1980) 
(Klepper 1995), (Kern 
1997), (Lee & Kim 1999), 
(Goles 2001) 
Relational norms. Flexibility. 
Information exchange. Solidarity. 
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From the customer’s viewpoint, IT outsourcing is perceived to bring a large number of 
benefits including cost savings and improved the relationship quality and service quality 
(Kremic et al. 2006, Lacity et al. 2009, Lacity & Willcocks 2000). As mentioned, there 
are a number of theories that have been used in IT outsourcing literature. Transaction cost 
theory (TCT or TCE) has taken most attention from IT outsourcing researchers (Lacity 
2002, Alaghehband et al. 2011). Although TCT as economic theory is considered a most 
applicable theory in the IT outsourcing literature, it is insufficient to simply underline a 
financial reasoning to study an outsourcing relationship (Kern 1997, Lee & Kim 1999). 
Also, applying multiple theories provides a solid base and guide to an empirical IT 
outsourcing study (Cheon et al. 1995, Kern & Kreijger 2001). Therefore, it is all three 
disciplines (economic, social and marketing) that are used to build up a research model 
for this study. The research model will be grounded in three theories Transaction Cost 
Theory (TCT), Relational Exchange Theory (RET) and Service Marketing Theory 
(SMT). 
Transaction Cost Theory (TCT) 
The most commonly used theory in the IT outsourcing literature is Economic Transaction 
Cost Theory (TCT or TCE) (Lacity 2002, Alaghehband et al. 2011). This theory was used 
to justify and explore outsourcing decisions and outsourcing-related results (Cheon et al. 
1995, Alaghehband et al. 2011). It was initially introduced by Coase (1937) and has been 
developed principally by (Williamson 1975, 1981, 1985). It suggests that the use of the 
market is too costly and positive economic efficiency can be gained by a comparative 
analysis of the two different costs (production and transaction costs). Production costs are 
the costs of the IT services delivery, while transaction costs are the additional costs 
related to searching, finding, and negotiating with a vendor.  In an outsourcing context, 
production costs usually are decreased and transaction costs are increased (Ang & Straub 
1998). TCT provides a number of factors that influence the level of transaction costs. 
These factors include asset specificity, uncertainty, and frequency. For the IT outsourcing 
domain, the analysis of these factors assist in predicting the transaction costs (Kern & 
Kreijger 2001). According to (Williamson 1975), TCT is based on two behavioural 
assumptions: bounded rationality and opportunism. The former refers to the skills and 
knowledge of the clients in reference to their strategic capabilities, such as selecting 
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vendors. The opportunism assumption refers to people who act with self-interest in a  
devious manner (Bahli & Rivard 2003). 
Although TCT as economic theory is considered the most applied theory in IT 
outsourcing literature, it alone is insufficient to adapt in outsourcing relationships (Kern 
1997, Lee & Kim 1999). Kern (1997) argued that TCT focuses on the relationship 
between actors (person or a company with the market, not actors amongst themselves). In 
the same vein, Lee and Kim (1999) claimed that the inappropriateness of economic 
theories is obvious in terms of the ongoing relationship among organisations. Also they 
suggested that studying the relationship between organisations from an economic 
perspective only was unjustifiable as interorganisational relationships are constituted 
from social sequential interactions. 
TCT is applicable for this research as it considers the significant issue (i.e. cost saving) 
for customers in the outsourcing arrangement. Also, its relevance is reflected by the 
factors that can be used for analysing the transaction costs, which is significant in 
outsourcing ventures, especially from the customer’s viewpoint. Furthermore, some 
research emphasises the applicability of the two behavioural assumptions in the IT 
outsourcing phenomena (Aubert et al. 1998, Aubert et al. 2001, Bahli & Rivard 2003).  A 
later study conducted by Lacity et al. (2011) criticised the application of the TCT, arguing 
that the theory attributes including Asset Specificity, Uncertainty, Measurement 
Difficulty, and Transaction Frequency produced mixed results. Therefore, it was not 
enough to concentrate on the TCT alone.  
The following paragraphs will consider the application of social theory (Relational 
Exchange Theory) that has also been used in outsourcing phenomena. 
Relational Exchange Theory (RET) 
Relational exchange can be defined as ‘an interactive process where commitments are 
made, outcomes are observed, and further investments made, if outcomes meet or exceed 
expectations’ (Rokkan & Haugland 2002, p. 213). According to Macneil (1980), partners’ 
relationships are often governed on the basis of informal agreements and flexible changes 
as new contingences occur. 
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RET was developed by Macneil (1974, 1978, 1980). In his studies, he argues that the 
contract alone cannot show the relational norms in the IT outsourcing relationship. These 
norms are very important because they are dedicated to the creation, preservation and 
harmonisation of the relationship between the partners who are involved in this 
relationship (Macneil  1980).  
The theory can be used to study individuals or organisations that work together in order 
to achieve expected benefits (Anderson & Narus 1990, Dwyer et al. 1987, Henderson 
1990). This study intends to concentrate on the interactions between customers and 
vendors that influence the IT outsourcing relationship quality. Examples of these 
interactions are communication quality, knowledge sharing, trust and commitment. 
Macneil (1980) developed nine norms that characterise the board spectrum of relational 
exchange. These are listed in the first column of Table 3.4. The second column in Table 
3.4 contains the constructs that are associated with each norm3. Therefore, the application 
of RET is very important to this study. 
Table 3.4: Relational Exchange Norms and Research Model Constructs 
Relational Exchange Norms (Macneil 1980) Research Model Constructs 
Role Integrity Trust 
Mutuality Service Level Agreements (SLA) 
Implementation of Planning Communication Quality and Knowledge 
Sharing 
Effectuation of Consent Trust 
Flexibility Communication Quality 
Contractual Solidarity Commitment 
The Linking Norms of Restitution, Reliance and 
Expectations 
Trust 
Creation of Restraint of Power - 
Harmonisation with the Social Matrix - 
 
Service Marketing Theory (SMT) 
The importance of SMT is fundamental as it offers a ‘disconfirmation paradigm’. The 
disconfirmation paradigm suggests that consumers purchase products or services with 
pre-purchase expectations about anticipated performance which then, the outcomes of 
                                               
3
 Complete definitions of and elaboration on the constructs, along with their inclusion in this study’s 
research model, can be found in Section 3.9. 
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those used products or services, are compared against expectations (Yüksel & Yüksel 
2001). The disconfirmation paradigm includes four aspects: expectations, performance, 
disconfirmation and satisfaction (Churchill & Suprenaut 1982). Expectations can be 
described as an anticipated performance. Performance is considered as a scale for 
disconfirmation’s assessment.  Disconfirmation can be defined as the discrepancies 
between prior expectations and actual performance (Churchill & Suprenaut 1982, Oliver 
1980, Oliver et al. 1994). Oliver et al. (1994) suggested that negativity or positivity of 
disconfirmation was contingent on the level of prior expectations. He also argued that 
satisfaction was an outcome of positive disconfirmation. 
While satisfaction in an outsourcing context has been described as a summative 
evaluation based on many exchanges of benefits (Grover et al. 1996), the SMT describes 
satisfaction as an outcome of customers’ experiences against their expectations of the 
service.   
When applying this theory in the IT outsourcing domain, the customer (a decision maker) 
has expectations of the outsourcing outcomes. He/she compares the actual 
correspondence of the services against his/her expectations. The positivity and negativity 
of this comparison will influence the perception of quality and value. This comparison 
will be the key determinant of the customer's satisfaction.  As the study aims to consider 
service quality, performance and satisfaction, this theory will be used. 
3.9. Research Model and Hypotheses 
The research model then is based on three theories (TCT, RET and SMT). The research 
model studies the relationship between ITIL recommended practices and the determinants 
of outsourcing success and how this relationship influences the outsourcing outcomes. It 
is composed of three major parts: practices, outcomes of the arrangement and 
consequences (outsourcing success). The first part includes ITIL main processes and 
outsourcing processes that have been discussed in outsourcing relationship studies. The 
second part describes the key measures of outsourcing success (mediator variables). It 
includes Technical Service Quality (TSQ), economic benefits, strategic benefits and 
technical benefits. The last part of the model involves outsourcing success outcomes, 
which includes satisfaction, and relationship quality. 
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Processes 
This part encompasses the ITIL recommended practices and the processes that have been 
covered extensively in outsourcing literature, especially outsourcing relationships.  
Service Level Agreements (SLA) 
The predominant numbers of outsourcing relationships are usually constituted by a 
formal contract. Often known as Service Level Agreements (SLA) (Goo et al. 2009, 
Poppo & Zenger 2002), an SLA is defined as an agreement between the vendor and the 
customer that specifies both the agreed product or service to be provided, and the way 
these meet both organizations’ needs (OGC 2007).  
Lacity and Willcocks (2001) argued that the customer must clearly identify and specify 
the services that are to be supplied, together with the required service level. Accordingly, 
some researchers have discussed the importance of SLA and its management to the 
vendor e.g. (Lowell  1992). Fitzgerald and Willcocks (1994) claimed that a well-designed 
SLA led to a number of advantages, such as opportunistic behaviour of the vendor and a 
decreased level of unexpected contingencies. Shi et al. (2005) also revealed that effective 
SLAs assist to reduce the level of conflict between parties. They also noted that contract 
monitoring is critical for providing a required level of performance (i.e. technical service 
quality) in order to solve problems. 
Most recently, publications of Goo and his colleagues (2008, 2009 and 2010) presented 
other results. On the basis of Commitment-Trust Theory and a survey approach (150 
participants), Goo and Haung (2008) claimed that a well-structured SLA can be used to 
effectively measure and manage the IT outsourcing relationships and activities for the life 
of the contract. Also, they portray the SLA as a basic element of the IT outsourcing 
arrangements and a road map for outsourcing success. In South Korea, based on an online 
survey approach,  Goo et al. (2009) suggested that, besides the formal agreement of the 
SLA, it has to consider some governance aspects. These aspects included communication 
mechanisms, joint decision-making mechanisms, and conflict management. Based on the 
same participants and different theoretical perspectives (Transaction Cost, Control, and 
Relational Exchange), Goo (2010) suggested that SLAs are often used to study IT 
outsourcing arrangements. He also claims that the SLA is vital in managing behaviours 
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and outcomes in IT outsourcing relationships. Goo developed a conceptual framework 
that has eleven elements in three groups (foundation characteristics, change 
characteristics and governance characteristics). Foundation characteristics include service 
level objectives, process ownership plan and service level contents. Change 
characteristics include future demand management plan, anticipated change plan, 
feedback plan and innovation plan. Governance characteristics include communication 
plan, measurement charter, conflict arbitration charter and enforcement plan. Goo (2010) 
concluded that these elements will be valuable when the relationships are effectively 
managed, are capable to improve the relationship quality and less likely to end the 
agreements with significant dissatisfaction. 
Two factors demonstrate the ITIL process (i.e. SLA) and technical service quality (TSQ) 
association.  The first is related to expectations. Effective firms should really understand 
their expectations for Technical Service Quality. Secondly, technical service quality 
would embrace both the technology and skills supplied by the vendor and would be 
reflected in the services and performance criteria described in the service level agreement 
that normally accompanies an outsourcing arrangement (Rouse 2006). The relationship 
between Service Level Agreement and Technical Service Quality would be gained when 
the expectations are communicated in well written SLAs. In addition, the literature 
anticipated that those firms that have specific SLAs in their contracts would generate a 
clearer understanding about the role and responsibilities and the services organisations 
(Goo 2010). As a result of this, better service and cost saving would be achieved (Rouse  
2002).  
From the earlier discussion, the SLA process is important in both ITIL and IT 
outsourcing relationship views. Both views have discussed the importance of SLA in 
managing service provider and customer relationships. Both have shown how the SLA 
managements lead to better quality of the service and relationship success. Based on the 
mutuality norms within the RET and focus group findings about SLAs, it can be 
hypothesised that:  
H1a: ITIL-usage will positively influence the quality of SLA practices 
H1b: The quality of SLA practices will positively influence Technical Service Quality 
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Communication Quality (CQ) 
Klepper (1995, p. 252) defined Communication Quality as ‘more than day-to-day 
exchange of project related to information between client and vendor’. It is also 
concerned with open revelation of needs and resources related to the future of the 
relationship. A large number of papers show the importance of communication quality 
(Alborz et al. 2005, Grover et al. 1996, Lee & Kim 1999, Lacity et al. 2009). Some of 
them have discussed the positive relationship between communication quality and quality 
IT outsourcing relationship and success e.g. (Alborz et al. 2005, Kern 1997, Lee & Kim 
1999). The findings of Alborz et al.’s (2005) case study revealed that the lack of 
communication between parties led to unworkable relationships. The literature indicates 
that communication quality is reliant upon some aspects in the outsourcing relationship 
(Han et al. 2008). These aspects related to communication accuracy, timely, completion 
and effectiveness. 
As mentioned earlier, Service Transition (ST) in ITIL provides effective communication 
procedures that assist both parties to communicate in an effective way. These procedures 
include communication plan, and communication methods (e.g. face-to-face, team 
meetings, organisation newsletter, posters/roadmaps and large workshops). The literature 
shows that outsourcing success and effective relationship quality are results of a good 
communication quality (Grover et al. 1996, Lee & Kim, 1999), this study therefore 
proposes that the greater the level of communication quality, the better service quality. 
Based on the implementation of planning and flexibility norms within the RET and focus 
group findings about Communication Quality, it can be hypothesised that: 
H2a: ITIL-usage will positively influence communication quality 
H2b: Communication quality will positively influence technical service quality. 
Knowledge Sharing 
Knowledge sharing or information sharing can be defined as ‘the extent to which critical, 
often proprietary, information is communicated to one’s partner’ (Mohr & Spekman 
1994, p. 139) and is considered important in the improvement of an outsourcing 
relationship (Alborz et al. 2005, Lee & Kim 1999, Lee & Kim 2005, Lee et al. 2008). 
Using surveys as a basis for their conclusion, Han et al. (2008) considered information 
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sharing as an interaction process element. They found that knowledge sharing positively 
influenced the factors of relationship intensity (trust and commitment). Lee et al. (2008, 
p.149) also described knowledge sharing as ‘activities of transferring or disseminating 
knowledge from one person, group or organisation to another’. They noted that 
organisations usually consider the knowledge sharing as valuable assets because, over 
time, they become implanted in groups of skills, routines, practices, processes and norms. 
The researchers portrayed knowledge sharing as a mediator between mutual trust and 
outsourcing success. The results show that knowledge sharing positively influences the 
success of outsourcing.   
In ITIL, knowledge management aims to enable firms to enhance the management of 
their decision making quality by providing reliable and secure information (OGC 2007). 
Knowledge sharing within ITIL should enable vendors to improve service quality, 
increase satisfaction levels and reduce service costs (OGC 2007). Knowledge sharing has 
a significant positive impact on outsourcing success, relationship quality (Lee & Kim 
1999, Lee et al. 2008) and the quality of service (OGC 2007). The informants of the 
preliminary focus group suggested that knowledge sharing has a positive impact on 
technical service quality (TSQ). Based on the implementation of planning norms within 
the RET and focus group findings about Communication Quality, it can be hypothesised 
that: 
H3 a: ITIL-usage will positively influence knowledge sharing 
H3b: knowledge sharing (KS) will positively influence technical service quality (TSQ) 
Outcomes of the Arrangement 
Technical Service Quality (TSQ) 
Grönroos (1984) and Gummesson (1989) argued that customers experienced two types of 
service quality: technical and functional (which is beyond the scope of this study). 
Technical service quality can be described as the actual value of the services (service 
quality) that the customer receives from his/her vendor. In the IT outsourcing area, 
technical service quality refers to the delivery of service and the performance to the 
standards described in the service level agreement (SLA) (Rouse 2006). Prior research 
suggested that there was an association between technical service quality and satisfaction 
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(Rouse 2006). For this study, the researcher will adapt Grover et al.’s (1996) scale of 
measuring outsourcing success (satisfaction). Cheon (1992) and Grover et al. (1996) 
defined outsourcing success as the satisfaction with economic, strategic and technological 
benefits gained by an organisation as a result of deploying an outsourcing strategy.  
Based on the performance evaluation within Service Marketing Theory and cost saving as 
a key benefit within Transaction Cost Theory, it can be hypothesised that: 
H4: Technical service quality TSQ will positively influence benefits (economic, strategic 
and technological). 
Outsourcing Success 
According to Grover et al. (1996), outsourcing success can be measured by interrelated 
measures. These measures include benefits (economic, strategic and technological) and 
satisfaction. They defined (p. 93) economic benefits as ‘the ability of a firm to utilize the 
expertise and economics in scale in human and technological resources of the service 
provider and to manage its cost structure through unambiguous contractual 
arrangements’. Strategic benefits are defined as ‘the ability of a firm to focus on its core 
business by outsourcing routine IT activities’ (p. 93), while technological benefits are 
defined as ‘an organization’s ability both to gain accesses to leading-edge IT and to avoid 
the risk of IT obsolescence that results from accelerating changes in the nature of the IT 
infrastructure’ (p. 93). Based on the satisfaction within Service Marketing Theory and 
cost saving as a key benefit within Transaction Cost Theory, it can be hypothesised that: 
H5: Benefits will positively influence satisfaction. 
Satisfaction and Trust 
The term satisfaction has been described in many ways. For example, in the marketing 
literature, satisfaction has been defined as ‘a positive affective state resulting from the 
appraisal of all aspects of a firm’s working relationship with another firm’ (Anderson & 
Narus 1990, p. 45). Partnership success can be measured by both satisfaction and sales 
volume (Mohr & Spekman  1996).  
IS researchers have extensively discussed IT outsourcing success (satisfaction)  (Cheon 
1992, Goles 2001, Grover et al. 1996, Kern 1997, Lee & Kim 1999, Rouse 2002, Rouse 
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2006). Some studies were qualitative based (Lacity & Willcocks 1998, Saunders et al. 
1997). Other studies were quantitative based (Grover et al. 1996, Han et al. 2008, Lee & 
Kim 1999, Lee & Kim 2005).  
In a similar vein, satisfaction has often been used as an overall measure of IT outsourcing 
success. For example, Cheon (1992) and Grover et al. (1996) defined it as the satisfaction 
with economic, strategic and technological benefits gained by an organization as a result 
of deploying an outsourcing strategy. Similarly, Lee and Kim (1999) have used Grover et 
al. (1996) scale however from both the business and user perspective. The business 
perspective refers to the economic, strategic and technological benefits, while the user 
perspective describes the quality of service (Lee & Kim 2005). By adding equity into IT 
outsourcing measurement, Goles (2001) also has expanded the Grover et al. scale. He 
defined equity as the trade-offs between benefits attained and discarded resources. In 
addition, Rouse (2002, 2006) has extended Grover et al. (1996) scale. She includes extra 
aspects of satisfaction (satisfaction with the vendor’s performance ‘technical service 
quality’ and the value for money of the arrangement). On the basis of a survey of 152 
organizations, Poppo and Zenger (1998) claimed that  there were a number of variables 
that had a fundamental impact on satisfaction. These variables encompassed overall cost, 
service quality and the responsiveness to problems and enquiries, which were basic 
measurements for overall satisfaction. Lending support to Poppo and Zenger’s (2002) 
findings, Fleming and Low (2007) highlighted that generic satisfaction, realization of 
client expectations and overall performance of the outsourced (system/service) 
constituted the overall measurements of outsourcing success based on the customer 
viewpoint. 
As mentioned earlier, trust has been defined in several ways. In marketing, Morgan and 
Hunt (1994, p. 138) defined trust as ‘existing when one party has confidence in an 
exchange partner’s reliability and integrity’.  In IS, Lee and Kim (1999, p. 35) also 
described trust as ‘the degree of confidence and willingness between the partners’. In 
interorganisational relationships, Zaheer et al (1998, p. 143) provided another definition 
for trust. They defined it as ‘the expectation that a party will act predictably, fulfils its 
obligations, and behaves fairly even when the possibility for opportunism is present’.  
84 
 
Trust is central to all relational exchanges (Morgan & Hunt 1994). Trust also has a 
positive effect on factor partnership success (Ganesan 1994, Morgan & Hunt 1994, 
Anderson & Narus 1990). A number of studies have supported this fact. Lee and Kim’s 
(1999) study found that outsourcing success is highly effected by the level of trust. Based 
on 18 outsourced IS development projects, Sabherwal (1999) noted that trust, which 
depends on early project successes, influenced outsourcing success. He also argued that 
trust is a vital determinant to achieve an outsourcing success. Han et al. (2008), in a 
quantitative Korean study, shows that trust and commitment (relationship intensity) are 
positively associated with outsourcing success. Most recently, Lee and Choi (2011) 
emphasised these findings. These authors confirmed that the positive interaction among 
factors such as ongoing trust/distrust and initial trust/distrust and knowledge sharing led 
to successful IT outsourcing.  
The literature (Han et al. 2008, Lee & Choi 2011) showed the positive impact of trust on 
outsourcing success (satisfaction). However, trust between parties cannot be gained 
before the outsourcing success grows over time as a result of ongoing successful 
interchanges (Kern 1997). Hence, the research model assumes that outsourcing success 
positively influences the level of trust. Based on the satisfaction within Service Marketing 
Theory and the relational norms (i.e. role integrity, effectuation of consent and the linking 
norms of expectation) within Relational Exchange Theory, it can be hypothesised that:    
H6a: Satisfaction will positively influence trust 
Satisfaction and Commitment  
Commitment can be defined as ‘the willingness of both partners to continue exchange 
resources and exert effort in order to sustain an ongoing relationship’ (Fontenot & Wilson 
1997, p. 6). Both marketing and IS literature noted that commitment is key to any 
successful relationship (Goles 2001, Morgan & Hunt 1994). For this study, two 
measurable criteria of commitment are considered: involvement and continuity (Han et al. 
2008, Morgan & Hunt 1994). Involvement reflects a strong association between customer 
and vendor, while continuity refers to a customer’s desire to continue the outsourcing 
relationship with the same vendor in the future. Similar to trust, commitment is associated 
with outsourcing success (Han et al. 2008, Lee & Kim 1999) and commitment is an 
antecedent for outsourcing success. However, this study argues that parties express their 
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desire for continuing and maintaining the relationship when they achieve outsourcing 
success. Hence, the assumption can be made that outsourcing success positively 
influences the level of commitment. Based on the satisfaction within Service Marketing 
Theory and the contractual solidarity norms within Relational Exchange Theory, it can be 
hypothesised that:    
H6b: Satisfaction will positively influence commitment 
These hypotheses are summarised in the preliminary theoretical model in Figure 3.1 
 
Figure 3-1: The preliminary research model and Hypotheses 
3.10. Summary  
The relationship between the literature, focus group and theories in developing the nine 
hypotheses in Figure 3-1 of the research model are summarised in Table 3.5. 
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Table 3.5: Chapter summary 
Hypotheses 
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H3b           
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H6a           
H6b           
 
Hypotheses 
• H1a: ITIL-usage will positively influence the quality of SLA practices 
• H1b: the quality of SLA practices will positively influence Technical Service Quality 
• H2a: ITIL-usage will positively influence communication quality 
• H2b: communication quality will positively influence technical service quality. 
• H3 a: ITIL will positively influence knowledge sharing 
• H3b: knowledge sharing (KS) will positively influence technical service quality (TSQ) 
• H4: TSQ will positively influence benefits (economic, strategic and technological). 
• H5: benefits will positively influence satisfaction. 
• H6a: satisfaction will positively influence trust 
• H6b: satisfaction will positively influence commitment 
 
Theories  
• Transaction Cost Theory (TCT) 
• Relational Exchange Theory (RET) 
• Service Marketing Theory (SMT) 
 
Focus Group Themes 
1) Good SLAs positively affect Vendor Performance 
2) ITIL’s main impact on outsourcing relationship quality was via service level agreement practices, 
and via mechanisms that are designed to improve communication quality and knowledge sharing 
3) ITIL improves the quality of the outsourcing relationship because its practices lead to better 
performance and satisfaction 
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Chapter 4 : Research Methodology 
This chapter discusses how the research was undertaken. The main sections of this 
chapter are structured as shown in Table 4.1. Section 4.1 discusses the philosophical 
assumptions of the social sciences. Then, Section 4.2 highlights the research methods and 
provides a justification of the design of this study. This is followed by Section 4.3 which 
discusses the Exploratory and Explanatory research. Then, Section 4.4 and 4.5 which 
discuss the qualitative and quantitative research methods. Section 4.6 describes the 
research design; it provides information about the data collection and data analysis 
methods. This section also describes the questionnaire design, sampling strategy, data 
collection method, and the relevant data analysis techniques. Then, Section 4.7 discusses 
methods for quantitative data analysis. Finally, summary and conclusion will be outlined 
for this chapter in Section 4.8. 
Table 4.1: Organisation of thesis – Chapter Four 
Chapter 1 Introduction 
Chapter 2 Literature Review 
Chapter 3 Developing the Theoretical Model 
Chapter 4 Research Methodology 
4.1 Research Paradigm 
4.2 Research Method 
4.3 Exploratory and Explanatory Research  
4.4 Qualitative Research Method 
4.5 Quantitative Research Method 
4.6 Research Design 
4.7 Methods of Quantitative Data Analysis 
4.8 Chapter Summary 
Chapter 5 Descriptive Analysis 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory 
Chapter 8 Supplementary Focus Group 
Chapter 9 Discussion and Conclusion 
 
4.1.   Research paradigm 
A research paradigm is based on some underling philosophical assumptions (Myers 1997, 
Myers 2009). Positivism is considered a widely used approach in social science (Neuman, 
2011), Information Systems (IS) and business and management (Kaplan & Duchon 1988, 
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Myers 1997, Myers 2009). Some authors have argued that the positivism assumptions 
appear more in quantitative research than qualitative research (Creswell 2009, Lee 1991, 
Neuman 2011). According to Myers (2009, p. 37), supporters of a positivist philosophy 
assume that ‘reality is objectively given and can be reflected by measureable properties’ 
which are not related to the researcher’s instruments. He also highlights that testing 
theory and improving the understanding of phenomena are the main elements in positivist 
research. However, an empirical test cannot conclusively ensure the applied theory is true 
(Lee 1991). Therefore, interpretive assumptions assist researchers to address this gap. 
Interpretive researchers understand the reality through only social constructions such as 
language, shared meanings and instruments (Myers 2009). They are also interested in the 
complexity of human reactions as the situations developed (Kaplan & Maxwell 2005).  
Research Purpose 
This research aims to investigate how some ITIL recommended practices influence the IT 
outsourcing relationship in practice in Australian businesses. The key target of the 
research is to explore and explain how these ITIL practices can affect the IT outsourcing 
relationship to achieve successful IT outsourcing arrangements. Therefore, it is vital to 
adopt both exploratory and explanatory research methods. Exploratory research is 
deployed to identify the main ITIL processes in the IT outsourcing relationship domain in 
Australian organisations. Explanatory research is conducted to verify the positive impact 
of ITIL processes on the IT outsourcing relationship success. 
This research adopts a positivist research paradigm and uses a mixed-methods approach 
in order to enhance the understanding of the ITIL impact in the IT outsourcing 
environment. However, the dominant approach will be quantitative. The researcher also 
uses qualitative research (focus groups) as it assists to explore the relationship between 
ITIL implementation in an organisation that outsources part or all of their IT services. 
Secondly, the purpose of using the quantitative research is that the researcher seeks to 
empirically investigate the relationship between ITIL and some factors in the IT 
outsourcing relationship. This research was guided by the work of Creswell (2009), 
Myers (2009) and Neuman (2011) with the aim of synchronising and utilising both the 
qualitative and quantitative approaches to investigate the ITIL impact on the IT 
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outsourcing relationship through the lens of positivism (Kaplan & Duchon 1988, Myers 
1997, Myers 2009).    
4.2.   Research Method 
According to Creswell (2009, p. 4), mixed-methods research can be defined as ‘a 
combination or association of both qualitative and quantitative forms’. He also claims 
that the usage of this kind of research must be stronger than the use of either qualitative 
or quantitative research. In the same vein, Neuman (2011) claims that, apart from the 
discrepancies between both research methods in terms of research design, data collection 
and data analysis, the combination of both approaches provide more comprehensive 
research. 
In his discussion about the difference between qualitative and quantitative research, 
Neuman (2011) argues that distinguishing between the two approaches reflects a number 
of elements. These elements encompass data nature, principles about the philosophical 
assumptions, the purpose of research and the research path (see Table 4.2).  
Table 4.2: Research methods classifications  
Methods 
Classifications 
Qualitative Quantitative 
Data nature Soft data Hard data 
Philosophical assumptions Interpretive  Positivist  
Research purpose Generate new hypotheses Test existing hypotheses 
Logic or the research path  Nonlinear research path Linear research path 
Source: Neuman 2011 
Some researchers provided a number of interpretations in terms of conducting a mixed-
method approach (Hanson et al. 2005, Punch 1998). They suggest that the utilisation of 
this approach helps to: 
• Enhance understanding of a research problem by merging the quantitative data 
(numbers) with qualitative date (specific details); 
• Use existing instruments or develop new ones by measuring the 
variables/constructs; 
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• Gain benefits from the statistical, quantitative data and results from a 
particular sample of population and use them to determine individuals who 
may use them for further qualitative data and results; and 
• ‘Convey the needs of individuals or groups of individuals who are 
marginalised or underrepresented’ (Hanson et al. 2005, p. 226). 
Creswell (2011) presents some aspects that influence the design of procedures for a 
mixed-methods approach. These include timing, weighting, mixing and theorizing. The 
timing refers to whether the gathering of data will be in phases (sequential) or at the same 
time (concurrent). Weighting refers to a priority given to either quantitative or qualitative 
in phenomena under research. Mixing means that both quantitative and qualitative data 
are merged. Theorizing simply means the use of explicit theories.  
Neuman (2011) emphasises that qualitative and quantitative research methods 
supplement each other. Hanson et al. (2005) also lend support to Neuman’s argument. 
They argue that each research approach can strengthen the findings of the other. For 
instance, in his paper of integrating case studies and surveys, Gable (1994) used a case 
study approach (qualitative) in order to explore and understand the qualitative results of 
the research problem. Then, based on the qualitative findings, he collected the 
quantitative data after shaping the instrument. Finally, quantitative analysis was 
performed in order to verify the research findings.  
After discussing the importance of a mixed-methods approach, this study will use this 
approach in order to explore and understand the impact of ITIL on the IT outsourcing 
arrangement in Australian organisations. 
4.3. Exploratory and Explanatory Research 
As this research adopts a sequence research strategy (mixed method approach), 
exploratory research needs to be the first stage of research (Neuman 2011). This approach 
addresses the ‘what’ questions. Exploratory researchers adopt this approach to explore a 
particular phenomenon in order to gain sufficient knowledge to design and execute the 
subsequent research steps more systematically. They usually use a qualitative approach 
for collecting data (in this case, focus group technique). Neuman (2011) also argues that 
exploratory research helps in generating new ideas and hypotheses. He further states that 
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exploratory research allows the researcher to understand the social activity of the 
circumstances. He also argues that researchers are struggling to conduct this approach 
due to the shortage of guidelines.  
Conducting exploratory research lens was used to assist the researcher to understand ITIL 
impact on IT outsourcing in businesses in the context of social reality. However, the 
existing literature does not provide guidelines to assist researchers. This has lead some 
researchers to call for further empirical studies to examine ITIL implementation within an 
environment where much of the IT is outsourced (Cheng  2006, Twing  2006). 
Explanatory research is conducted in order to describe the phenomenon that is already 
known (Neuman 2011). This approach addresses the ‘Why’ questions to either support or 
oppose the exploratory research findings (Neuman 2011). Neuman (2011) also suggests 
that this approach can test, elaborate and extend theory.  
This study also adopts an exploratory research approach to develop a research instrument 
to explain new issues, then using explanatory research to reinforce their generalizability. 
Therefore, based on triangulation ‘to look at something from multiple angles in order to 
improve accuracy’ (Neuman 2011, p. 149), this research adopted exploratory research 
through focus group and explanatory research through survey. This allowed the 
researcher to effectively absorb the behaviour of the phenomena (i.e. the relationship 
between ITIL recommended practices and IT outsourcing arrangements). 
The following section will discuss the research design of this study, particularly, the 
procedures of conduct and analysis of focus groups. Then the development of the survey 
is based on the findings of literature and the focus group. 
4.4. Qualitative Research Method 
The key purpose of designing qualitative research is to assist researchers to (1) 
understand people sayings and interactions (Myers 2009), and (2) ‘understand the social 
and cultural contexts’ (interpretivist paradigm) (Myers 2009, p. 5). Creswell (2011) 
suggests that qualitative research is exploratory in nature, which means researchers 
employed it when they could not identify the base of theory and variables.  
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Some researchers suggest a number of ways to conduct qualitative research. For example 
Lee (1991, p. 342) suggests that procedures of interpretive philosophy are related to 
‘ethnography, hermeneutics, phenomenology and case studies’. These procedures were 
expanded by Creswell (2011). He suggested grounded theory and narrative research were 
other ways to use qualitative research.  
Creswell (2011) has indicated there are different types of qualitative data collections. 
These include observations, interviews, documents and audio-visual materials. For this 
study, a focus group (type of interviews) is used.  
Focus Group 
Krueger and Casey (2009, p. 2) defines a focus group as a ‘carefully planned series of 
discussions designed to obtain perceptions on a defined area of interest in a permissive, 
nonthreatening environment’. Another definition by Neuman (2011, p. 459) stated that 
‘focus group strategy is a group of people informally interviewed in a discussion setting 
that is participating in a qualitative research technique’. The focus group is a popular 
approach in both IS research (Myers 2009) and Management research (Morgan 1988). 
The approach requires a skilled group interviewer to organise a discussion (Krueger & 
Casey 2009). Myers (2009) also suggests that the moderator (interviewer) must ensure 
the respectful atmosphere so the participants can freely express their opinions. The 
purpose of this strategy is not to reach an agreement, however, it is to observe and collect 
a wide range of ideas or feelings that people have about the phenomena (Kitzinger 1995, 
Myers 2009, Neuman 2011). As with any strategy, focus groups have both advantages 
and disadvantages (see Table 4.3 below). 
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Table 4.3: The advantages and disadvantages of Focus Groups 
Advantages Disadvantages Authors 
Help in decision making Participants tend to intellectualise (Krueger & Casey 
2009) 
Guide product or program 
development 
People may lie (Krueger & Casey 
2009) 
Provide insights on organisational 
concerns and issues 
Produce trivial results (Krueger & Casey 
2009) 
Planning and goal setting Dominant individuals can influence results (Krueger & Casey 
2009) 
Having more control in the 
situation comparing to observation  
Time consuming and expensive (Myers 2009) 
Freely express ideas and opinions The moderator might unintentionally limit 
open, free expression of participants. 
(Neuman 2011) 
Participants can ask questions and 
share ideas. 
May produce fewer ideas than single 
interviews 
(Neuman  2011) 
Easy to conduct Less control comparing to interviews. (Morgan 1988) 
Ability to explore topics and 
generate hypotheses 
 (Morgan 1988) 
Based on Krueger and Casey 2009, Morgan 1988, Myers 2009, Neuman 2011 
 
Basically, the researcher justifies using the focus group strategy based on the advantages 
of focus groups, such as freely expressing ideas and opinions. By using focus group 
approach, it enables the researcher to explore key ideas and opinions that the IT managers 
would raise regarding the impact of ITIL on IT outsourcing relationship. Also, according 
to Morgan (1988, p. 10), focus groups are considered as supplementary to both forms of 
qualitative and quantitative methods. He also claims that focus group results ‘must be 
verified by quantitative work on representative samples’. Krueger and Casey (2009) have 
lent support to Morgan’s argument. In this research, the findings of the focus group were 
included in the development of the survey which together with the literature, were used to 
form the hypotheses which were then tested by structure equation modelling which were 
then revalidated by a supplementary focus group. 
There are a number of variables which influence the effective use of a focus group 
(Kitzinger 1995, Morgan 1988, Myers 2009, Neuman 2011). For example, Krueger and 
Casey (2009) argue that there are some factors identifying the group population. These 
factors include the aim of the study, the topic complexity, people experiences, people's 
interest in the topic and the number of covered questions. As the impact of ITIL on IT 
outsourcing relationship is an emerging topic, the researcher used IT managers who have 
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experience and are interested in both ITIL and IT outsourcing as a sample of the focus 
group. 
In contrast with the marketing research (10-12 people for a large group), Krueger and 
Casey (2009) recommend to have eight people as maximum. Mini groups (4 to 6 
participants) are recommended in situations when participants have in-depth experience 
about the topics under discussion. Neuman (2011) also suggested that a focus group 
usually contains 4 to 6 people and lasts for 90 minutes. Groups of 7 to 12 people were 
recommended by (Myers 2009). On the other hand, Morgan (1988) claimed that ideal 
number for a focus group was 6 to 8 people. 
In this study, a small initial focus group were conducted because the researcher wanted to 
glean a clear picture of the impact of ITIL on IT outsourcing relationship by listening to 
IT managers’ feedback (i.e. experiences) (Kitzinger 1995, Morgan 1988). In addition, the 
smaller the size of focus group population, the easier to recruit, and the more comfortable 
it is for group members (Kitzinger 1995). This particular issue will be discussed in 
greater detail later in this chapter (in the research design section).  
Therefore, this research firstly conducted a preliminary focus group in order to generate 
new ideas about the ITIL influence on IT outsourcing relationship. Then the findings of 
focus group and the literature were used to formulate the hypotheses. The hypotheses 
later were tested by using the structure equation modelling. Then the researcher 
conducted a confirmatory focus group by talking to six IT managers who were 
knowledgeable about the ITIL and IT outsourcing in order to revalidate the qualitative 
and quantitative findings.  
4.5. Quantitative Research Method 
A quantitative research approach is largely based on the positivist philosophical 
assumption used within IS (Kaplan & Duchon 1988) and social science (Neuman 2011). 
The distinctive feature of the quantitative method is the application of variables and 
hypotheses (Creswell 2009, Neuman 2011). This approach is vital to verify a relationship, 
hypothesis and quantitative findings (Neuman 2011). Lee (1991, p. 342) states that the 
quantitative approach can be related to ‘inferential statistics, hypothesis testing, 
mathematical analysis and experimental and quasi-experimental design’. 
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Neuman (2011) argues that applying this method enables researchers to generate new 
hypotheses and test an existing theory. Kaplan and Duchon (1988) concurred with 
Neuman’s argument that hypotheses can be tested by using statistics and statistical 
analysis. This is critical as one of the main objectives of this research is to test hypotheses 
and theories on the subject of the impact of ITIL in IT outsourcing environment. 
Therefore, the researcher deployed a quantitative research technique (i.e. Survey). 
Survey 
The survey is considered to be the most applicable data collection method in social 
science (Neuman 2011). According to Creswell (2009, p. 12), survey research ‘provides a 
quantitative or numeric description of trends, attitudes or opinions of population by 
studying a sample of that population’.  The data collection techniques of the survey are 
reflected by questionnaires, structured interviews and internet opinion polls (Creswell 
2009, Neuman 2011). For this research, a questionnaire (online survey) technique was 
used. Several reasons drove the researcher to select this technique. These reasons 
included design flexibility, inexpensiveness and time savings, convenience for 
respondents, no need for interviewer and real-time access (Neuman 2011). In this 
research, an online survey was designed by using a well-known and free database (i.e. 
Qualtrics) in order to ensure flexibility. Also, this sophisticated database helped the 
researcher to save a considerable time as he was able to contact participants easily by 
sending emails.   
There are a number of steps involved with conducting a survey. Neuman (2011) has 
presented six steps for conducting a survey Figure (4-1).    
 
 
 
 
 
 
Adapted from (Neuman 2011, p. 277) 
Step1 
Generate hypotheses. 
Select a survey type. 
Write questions. 
Organise participants’ 
Step 3 
Identify target population 
Find sampling frame 
Identify sample size 
Step 2 
Plan the criteria of data 
recording. 
Do pilot test. 
 
Step 6 
Finding and methods 
presentations 
Finding evaluation 
Step 5 
Recheck all data. 
Use statistical analysis. 
Step 4 
Locate participants 
Conduct online 
questionnaires 
Record data thoroughly  
Figure 4-1: Steps in conducting a survey 
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The researcher took these steps into consideration (see Figure 4.3 in Section 4.7.2). The 
survey lifecycle will be discussed in more detail later on in this chapter.  
4.6.   Research Design 
The research was divided into four phases, as shown in Figure 4-2. In the first phase, a 
preliminary focus group was used in order to understand the phenomenon of ITIL in 
relation to the IT outsourcing relationship. This phase began with collecting data by 
talking to four IT services managers in a focus group. For reliability and validity, the 
researcher used content analysis (Neuman 2011). In the second phase, the author used the 
preliminary focus group and literature findings to develop a set of hypotheses to test by 
developing an online questionnaire. The third phase involved analysing the survey 
findings in order to verify the hypotheses.  
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Source: Adapted from (Creswell 2009, p. 209) 
Phase 1 
Preliminary 
Focus group 
represented in 
Chapter 2 
Interview Preliminary 
focus group ITIL and IT 
outsourcing 
Literature 
Review 
Content 
analysis 
Comparing 
focus group 
findings with 
Preliminary 
Focus group 
Developing 
questionnaire Phase 2 
Survey development 
represented in this 
chapter 
Hypotheses 
Data collection 
-Face validity 
-Content 
validity 
-Experts 
-Researchers 
Survey n=  140 
-SEM 
- AMOS V 20 
-SPSS V 20 
New findings 
in research 
model 
Verifying 
hypotheses 
Data analysis 
Modifying 
research model 
Verifying the 
relationship 
between ITIL 
and IT 
outsourcing 
Phase 3 
Quantitative 
analysis 
represented in 
Chapter 5,6,7  
Supplementary 
focus group 
The research 
model 
Phase 4 Re- Test 
Figure 4-2: The research design 
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Several computer software applications were used for the data analysis. This software 
included Social Package for Social Science (SPSS V 20) and structural equation 
modelling (SEM) in AMOS V 20.  A supplementary focus group was then conducted in 
the last phase of the research to test the conclusions and verify the first set of interviews 
and the results of the SEM analysis.  
4.6.1. The First Phase: Preliminary Focus Group 
As mentioned earlier in this chapter, the author used a focus group strategy in order to 
evoke participants’ ideas and views. The researcher was also eager to know how 
participants think and why they think in that particular way (Kitzinger 1995). Typically 
focus groups come before  the survey method and are used to develop the content of 
questionnaires (Morgan 1996).  Therefore, the researcher believes this strategy enriched 
his understandings of ITIL impact's on the IT outsourcing relationship phenomena 
(Kitzinger 1995, Myers 2009, Neuman 2011). Details of conduct and analysis of this 
initial focus group were discussed earlier in chapter 3 (section 3.1).  
4.6.2. The Second Phase: Survey Development   
This phase of the research presents the main research design and methodology used to 
test the research model developed in Chapter Three (Section 3.9). It highlights the survey 
development steps. This phase begins with an instrument creation that included 
identifying both dependent and independent variables. Then sample and data collection 
(unit of analysis) are discussed.  
Following the suggestion provided by Kruegar and Casey (2009) and Morgan (1988) that 
focus groups must be verified by quantitative method, the research used a survey. As 
previously mentioned in chapter three, based on the preliminary focus group and 
literature findings, the researcher tested a set of hypotheses by developing an online 
survey. Both Kaplan and Duchon (1988) and Neuman (2011) suggested that hypotheses 
can be tested by using statistics and statistical analysis. This research examined 
hypotheses and theories on the subject of the impact of ITIL recommended practices on 
the IT outsourcing relationship. Thus, the survey research method was appropriate for this 
study. 
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Instrument Creation 
This section shows the operationalisation of all variables used in this study. An eight-
point Likert scale was used to measure all items of the survey. The reason for selecting 
the large scale was to ensure more reliable scores (Preston & Colman 2000). As the 
questions covered a wide range of IT outsourcing relationship and service quality related 
questions, there was always the chance that the respondent could not answer questions 
that did not apply to their organisation. Therefore, the ‘not applicable’ option was added 
to each question to minimise the risk of obtaining inaccurate responses from participants 
(Barua et al. 2004).  Generally this scale ranged from strongly disagree to strongly agree. 
Only three questions used a Semantic Differential scale such as (Not at all/Fully- Far 
below /Exceeded a great deal-Failed to meet our expectations/Substantially exceeded our 
expectations because of the wording of the particular stems).  
The survey instrument was designed to be anonymous and all data collected was 
aggregated to avoid any possibility of identification. The researcher provided participants 
with the key definitions of concepts used in the survey. These included outsourcing, 
vendor, ITIL, service, service quality, your organization and outsourcing arrangement. 
The measuring constructs were not revealed to the participants. The survey instrument 
(i.e. questionnaire) used in this research is presented in Appendix D. The researcher 
provided participants with an invitation letter to participate in the research (see Appendix 
E).   
The items in the questionnaire were adopted from the pertinent literature. Some items had 
slight modifications to wording to suit the IT outsourcing context. It was also vital to 
generate measures for many of the constructs. This was done by defining each variable 
based on relevant literature and input from outsourcing experts particularly when 
developing the new items for the relationship quality and outsourcing success constructs. 
The existing measures (items) were employed for nine constructs (ITIL-usage, SLA 
quality, Communication Quality, Knowledge Sharing, Technical Service Quality, 
Benefits, Satisfaction, Commitment and Trust). Each construct had three items as a 
minimum. Furthermore, data was collected based on demographics of the respondents 
and their organisation. Demographic information encompassed respondent’s role and 
position, experience in outsourcing and ITIL, details about organisation type/size and 
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outsourcing arrangement type. The following discussion presents both the demographic 
items and the items measuring constructs and their sources.  
Demographics 
In order to determine the sample characteristics, some demographic information of the 
participants was collected. Table 4.4 shows the demographic items. 
Table 4.4: Demographic information 
No Item Type 
1 Which industry best describe your organisation? Dropdown list 
2 How many employees work for your organisation? Multiple choice/ Single 
answer 
3 Which sector best describes your organisation? Multiple choice/ Single 
answer 
4 What is your role in the organisation? Multiple choice/ Single 
answer 
5 Does your organisation currently outsource any of its IT 
services? 
Yes/No 
6 Which of the following services does your organisation 
currently outsource? 
Multiple choice/ Multiple 
answer 
7 Please describe the services supplied under your firm’s most 
recent outsourcing arrangements? 
Text entry 
8 What is the approximate total spend (dollars) on outsourcing of 
services in your organisation? 
Multiple choice/ Single 
answer 
9 How long has your organisation first enter into this outsourcing 
arrangement? 
Text entry 
10 How long has your organisation been doing business with the 
current vendor? 
Text entry 
11 Do you have a formal service quality management framework 
in place? 
Yes/No/Don’t know 
12 What service quality management frameworks are used by your 
organisation? 
Multiple choice/ Multiple 
answer 
 
Independent variables 
ITIL usage/non usage 
The researcher used a (yes/no) item to find out how many participants are implementing 
ITIL in their place or not. 
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Service Level Agreements (SLA) 
The findings of literature (Goo et al. 2010) and focus group emphasised the importance of 
the SLA issue in managing the IT outsourcing relationship. The items reflect a number of 
key aspects when considering the SLA issue. These aspects include the structure of 
SLAs, the performance of the vendor in providing services and who is responsible for 
what in the IT outsourcing relationship. As the items refer to the quality of managing 
SLA, the variable is used for this research is SLA Quality. The definition of the construct 
and the items measuring it are described in Table 4.5.  
Table 4.5: Service Level Agreement Quality (SLA Quality) items 
SLA can be defined as ‘an agreement between the service provider and the customer that 
specifies the key service provider and customer responsibilities and agreed product or service to 
be provided in the way that meets both organisation’s needs’ (OGC 2007, p. 65). 
Variable Classification Abbreviation Source Items 
Service Level 
Agreements 
Quality 
Behaviours SLA Quality OGC 
(2007) 
 
 
 
 
• The wording of SLAs is 
clear and concise 
 
• Our firm’s SLAs clearly 
explain the roles and 
responsibilities of both 
parties. 
Goo et.al 
(2010) 
 
 
 
• In the case of changes, our 
firm’s SLAs clearly 
explain the roles and 
responsibilities of both 
parties. 
• Service-level/quality 
targets have been 
established. 
• Service availability targets 
have been established. 
New item • Overall, we have clear and 
comprehensive SLAs with 
this vendor. 
  
Communication Quality  
The items measuring this variable are adapted from a combination of past studies and the 
ITIL context. Some define communication as ‘more than day-to-day exchange of project 
related to information between client and vendor’ (Klepper 1995, p. 252). This definition 
implies that the outsourcing relationship must be effectively communicated. This drives 
one to consider a number of issues such as (1) managing the changes between parties, (2) 
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communication must be on time, and (3) communication must be clear, accurate and 
complete. The definition of the construct and the items measuring it are described in 
Table 4.6. 
Table 4.6: Communication Quality items 
Communication Quality defines as ‘Information exchange defines a bilateral expectation that 
parties will proactively provide information useful to the partner’. (Heide & John 1992, p. 35) 
Variables Classification Abbreviation Source Items 
Communication 
Quality 
Behaviours  CQ Han et al. 
(2008) 
 
 
 
 
 
 
 
• Communication between 
our firm and our vendor is 
generally timely 
• Communication between 
our firm and our vendor is 
generally accurate 
• Communication between 
our firm and our vendor is 
generally complete. 
Adapted 
from OGC 
(2007) 
• Communication between 
us and our vendor is 
generally clear. 
• Overall, communications 
between our firm and our 
vendor are generally 
effective. 
 
Knowledge Sharing  
The last independent variable used for this study is knowledge sharing. The past research 
either in IT outsourcing or ITIL context showed the importance of exchanging 
knowledge. Studies in IT outsourcing, for example, suggest that knowledge sharing can 
have a positive impact on the IT outsourcing relationship (Alborz et al. 2005, Lee & Kim 
1999). In addition, ITIL suggested some practices in order to manage the exchange of 
information such as reporting and RACI model. Therefore, the items concentrate on 
actions that involve sharing and exchanging the information between vendor and 
customer. The definition of the construct and the items measuring it are described in 
Table 4.7. 
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Table 4.7: Knowledge Sharing items 
Knowledge Sharing refers to ‘the extent to which critical, often proprietary, information is communicated 
to one’s partner’ (Mohr & Spekman 1994, p. 139) 
Variable Classification Abbreviation Source Items 
Knowledge 
Sharing  
Behaviours KS New item 
 
New item 
 
• We are involved in shared 
education and training. 
• We share the information we need 
to ensure services are delivered 
effectively. 
Han et al. 
(2008) 
 
 
• Information provided by our firm 
help our vendor’s business 
execution. 
• We share information regarding 
the business environment. 
• We share information regarding 
the technical changes that affect 
each other’s business 
 
Technical Service Quality 
Technical service quality is a key part of total service quality (Grönroos 1984, 
Gummesson 1989). As seen in the literature, technical service quality can be described by 
two elements: the service delivery and performance criteria that show in SLAs (Kern & 
Willcocks 2002, Rouse 2006). Thus, the items are based on these elements. The 
definition of the construct and the items measuring it are described in Table 4.8. 
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Table 4.8: Technical Service Quality items 
Technical service quality refers to what is the actual value of the services (service quality) that 
customer receives from his/her service provider (Grönroos 1984, Gummesson 1989) 
Variable Classification Abbreviation Source Items 
Technical 
Service 
Quality 
Outcomes of 
Arrangement 
 
 
 
 
 
 
 
 
 
 
 
 
TSQ Adapted 
from 
Paravastu 
(2007) 
• When our vendor 
promises to do something 
by a certain time, it does 
so. 
• Our service provider 
performs the agreed 
services correctly the first 
time. 
New item 
 
 
New item 
 
 
• The overall quality of 
service provided by this 
vendor has been excellent 
• As a result of this 
arrangement, the quality 
of service delivery has 
increase 
Adapted 
from Mao et 
al (2008) 
• To your knowledge, to 
what extent has the 
vendor delivered the 
services that were 
promised. 
• Given the service levels 
specified in your SLA, to 
what extent have service 
quality standards been 
met? 
• How would your firm 
evaluate the overall level 
of service provided by 
your vendor? 
 
Dependent Variables 
Strategic benefits 
The literature shows that strategic benefit is an important measure for outsourcing success 
(Grover et al. 1996, Rouse 2006). The definition of the construct and the items measuring 
it are described in Table 4.9.  
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Table 4.9: Strategic benefit items 
Strategic benefit is defined as ‘the achievement of focusing on several aspects include core 
business, strategic use of IT, enhancing IT competence and enhancing IS staff expertise.’ (Cheon 
1992, p. 51). 
Variable Classification Abbreviation Source Items 
Strategic 
Benefit 
Business 
perspective 
(benefits) 
SB Rouse 
(2006) 
• Outsourcing IT to this vendor 
has enhanced our 
organization’s IT competence 
• Outsourcing IT to this vendor 
has enabled our organization 
to refocus on its core business 
• Outsourcing IT to this vendor 
has increased our 
organization’s control of IT 
expenses 
 
Technological benefits  
The literature shows that technological benefit is an important measure for outsourcing 
success (Cheon 1992, Grover et al. 1996). The definition of the construct and the items 
measuring it are described in Table 4.10.  
Table 4.10: Technological benefit items 
Technological benefit is defined as ‘an organization’s ability both to gain accesses to leading-
edge IT and to avoid the risk of IT obsolescence that results from accelerating changes in the 
nature of the IT infrastructure’. (Cheon 1992, p. 51) 
Variable Classification Abbreviation Source Items 
Technological 
Benefit 
Business 
perspective 
(benefits) 
TB (Lee & Kim 
1999, Han 
et al. 2008) 
 
 
 
• As a result of this 
arrangement we have 
reduced the risk of 
technological 
obsolescence 
• Our access to key 
information 
technologies is 
increased. 
New item • We have increased our 
firm’s technology 
capabilities 
 
Economic benefits 
The literature shows that economic benefit is an important measure for outsourcing 
success (Grover et al. 1996, Rouse 2006, Sia et al. 2008). The definition of the construct 
and the items measuring it are described in Table 4.11. 
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Table 4.11: Economic Benefit items 
Economic benefit can be defined as ‘an organization’s ability to produce the same goods or 
services at a lower costs, whereby increasing profit margins’. (Cheon, 1992, p. 51) 
Variable Classification Abbreviation Source Items 
Economic 
Benefits 
Business 
perspective 
(benefits) 
EB Rouse 
(2006) 
 
 
 
• Outsourcing IT has provided 
enhanced economies of scale 
in technological resources 
• Outsourcing IT has provided 
enhanced economies of scale 
in human resources 
Sia et al. 
(2008) 
(Cost 
Savings) 
• We have achieved 
substantial cost saving from 
this outsourcing 
arrangement. 
 
Satisfaction 
Satisfaction has often been used as an overall measure of IT outsourcing success 
(Fleming & Low 2007, Rouse 2006, Wixon & Todd 2005). The aforementioned benefits 
(strategic, technological and economic) reflect an organisation’s satisfaction as a result of 
adopting an outsourcing strategy (Cheon 1992). The items are based on these benefits and 
vendor performance. The definition of the construct and the items measuring it are 
described in Table 4.12. 
Table 4.12: Satisfaction items 
Satisfaction is a combination of all business perspective benefits (strategic, technological and 
economic). (Lee & Kim 1999). 
Variable Classification Abbreviation Source Items 
Satisfaction Outsourcing 
success 
Satisfaction Rouse 
(2006) 
 
 
 
• Our firm is satisfied with the 
performance of this vendor  
• Overall, our organisation is 
satisfied with the benefits 
from this outsourcing 
arrangement. 
(Wixom and 
Todd 2005) 
• Overall, our interactions with 
this outsourcing vendor are 
satisfactory. 
 
Trust 
Past studies discuss the importance of trust in shaping better IT outsourcing relationship 
quality e.g. (Grover et al. 1996, Lee & Choi 2011, Paravastu 2007, Sabherwal 1999). The 
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items of this construct are on the basis of trust in the vendor. The definition of the 
construct and the items measuring it are described in Table 4.13. 
Table 4.13: Trust items 
Trust in vendor defines as ‘the willingness to be vulnerable to the actions of the IT outsourcing 
vendor, with an expectation that the vendor will not engage in opportunistic behaviour’. 
(Paravastu, 2007, p. 90) 
Variable Classification Abbreviation Source Items 
Trust Relationship 
quality 
TR (Lee & Choi, 
2011) 
 
 
 
• This vendor makes 
beneficial decisions for our 
firm under all 
circumstances. 
• This vendor is willing to 
provide assistance to our 
firm without exception. 
Adapted from 
Paravastu 
(2007) 
 
 
 
• This vendor is trustworthy 
in all its dealing with our 
firm. 
• We feel safe conducting 
business with this vendor. 
• Overall, our firm 
completely trusts this 
vendor. 
New item • We use penalty clauses in 
our SLAs. 
 
Commitment  
The last dependent variable considered to be a key part of relationship quality is 
commitment. A number of studies showed the importance of the commitment in 
association with outsourcing success e.g. (Han et al. 2008, Lee & Kim 1999, Morgan & 
Hunt, 1994). The measuring items reflect the commitment between customers and their 
vendors. The definition of the construct and the items measuring it are described in Table 
4.14. 
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Table 4.14: Commitment items 
Commitment is defined as ‘the willingness of both partners to continue exchange resources and exert 
effort in order to sustain an ongoing relationship’ (Fontenot and Wilson, 1997, p. 6) 
Variables Classification Abbreviation Source Items 
Commitment Relationship 
quality 
CT (Morgan & Hunt, 
1994) 
 
 
 
 
 
• The relationship that 
our firm has with this 
vendor deserves our 
firm’s maximum effort 
to maintain. 
• The relationship with 
this vendor is 
something we are both 
committed to. 
Han et al. (2008) 
 
 
 
 
• The relationship 
between our firm and 
our vendor is strong.  
• We are willing to 
continue the 
relationship with this 
vendor. 
(Caceres & 
Paparoidamis, 
2007) 
• We feel involved with 
our vendor 
 
Survey Pre-test 
Before reaching the final draft of the survey instrument, a number of actions were taken. 
The preliminary version of the instrument was submitted for approval to the Human 
Research Ethics Committee (HREC) for approval of the RMIT University. After 
receiving the HREC approval, the survey was sent and reviewed by some experts (IT 
managers and Academic) who were knowledgeable in survey design. Based on their 
feedback, the initial version was modified and a pilot test conducted. As part of the pilot 
test, the instrument was emailed to four experts (two IT managers and two Academic 
staff) in order to solicit their feedback on the survey. Then the survey was revised based 
on the pilot test results. The key reason for deploying the pilot test was to make the 
survey items more understandable and well written. Generally, the experts’ feedback 
mostly concentrated on the survey design issues such as progress indicator, changing 
some question styles (i.e. text answer to multiple answers) and adding more response 
options.  After considering and finalizing these changes, the instrument was sent to 
HREC to obtain their approval before the questionnaire was sent to the respondents. 
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Sample and Data collection 
The target sample consisted of operational IT groups all over Australia (i.e. IT managers, 
ICT managers, IT operations managers, Network managers, Systems managers, Business 
analysts, Systems analysts, Program analysts, IT consultants, Data Base administrators, 
Information centre managers, User Liaison officers, computer marketing executives and 
IS managers) from public/private and not for profit firms. The sample was considered 
likely to encompass a variety of sectors involved in ITIL and IT outsourcing.  
To administer the survey to IT managers, the present research followed a number of 
procedures to increase response rate, decrease systematic error, develop variability in 
sampling, and capture generalisability of the test as much as possible. Various techniques 
were employed in this study following Sekaran (2003). These were: 
• Keeping the questionnaire as brief as possible; 
• Attaching a letter (i.e. Plain language statement) with the questionnaire to 
introduce the researcher, the objectives of the research, and the importance of the 
survey; and 
• Following up the survey by email to slow respondents. 
The data collection procedures were conducted in two stages.  
• In the first stage, the instrument was uploaded in the e-newsletter section of the 
Australian Computer Society (ACS) website (https://www.acs.org.au/). The 
reason for selecting this website was that ACS members have substantial 
experience in information and communications technology (ICT). They also work 
in all business fields such as government, industry and academia which reflect the 
sample of this study (i.e. public, private and not profit). However, only 10 valid 
responses were received. This prompted the researcher to conduct stage 2.  
• The second stage was reflected by buying list mailing addresses of operational IT 
managers in Australia. The researcher obtained an IT managers list with 2000 
records. The IT managers’ information included title, first name, second name, 
position, company name, address, email and revenue. The participants were 
contacted over the period from May 1, 2012 to June 15, 2012. The researcher used 
Qualtrics software (www.qualtrics.com) in order to send the invitations. An initial 
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email was sent to the respondents followed by two reminders (second/final) 
requesting participation after a gap of ten days. As a result, in total, 239 
questionnaires were received representing a response rate of 11.95 %. However, 
only 130 (6.5 %) responses were valid. Therefore, aggregating the number of both 
stages, 140 responses were usable for the survey analysis. The final response rate 
was 7%. Figure 4-3 shows the steps involved with conducting the survey of this 
study. 
 
Figure 4-3: The steps of conducting the survey 
4.6.3. The Third Phase: Data Analysis (Quantitative) 
This phase involves a discussion of a number of issues (Chapters 5, 6 and 7). First, it 
deploys data cleaning procedures. This includes examining and preparing the data 
through testing missing values and normality (Chapter 5). Second, the data analysis will 
be discussed. This includes using confirmatory factor analysis (CFA). Also, reliability 
and validity are tested by using SBSS V 20 and AMOS V20. Chapter 6 will discuss all 
Step 1
- Generate Hypotheses based on preliminary 
focus group and literature findings
- Select an online survey
- Write survey questions
- Chose informats type
-Design Survey
Step 2
- Survey pretest
- Ethic Approval
- Pilot test (Four experts)
- Survey modification based on Experts' 
feedback
Step 3
- Identify target population (Operational IT 
groups all over Australia)
- Identify sample size (2000 records)
- Sample selection (IT managers
Step 4
- Participants were located in two phases:
First survey uploaded in the e-newslatter 
section  of the Australian Computer Society 
(ACS) website
Second buying list mailing address of 
Operational IT managers in Australia
- Two reminders were sent 
- Data recorded in database (Qualtrics)
Step 5
- All data were rechecked
- Using SPSS 
- 140 valid responses
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these issues. Then, the result of structural equation modelling (SEM) analysis and the 
research hypotheses are discussed in Chapter 7.   
4.6.4. The Fourth Phase: Supplementary Focus Group 
The purpose of this phase was to test the conclusions and verify the first set of interviews 
and the results of the SEM analysis. The phase describes the methods used and the key 
themes that emerged. The main findings based on the analysis of the themes are 
presented. 
The consequent section discusses the main concepts, terms and rules that will be used in 
analysing the quantitative data. 
4.7. Methods of Quantitative Data Analysis 
4.7.1. Structural Equation Modelling (SEM) 
SEM is a family of statistical methods which test complex multivariate research models 
(Kline 2011) for overall model fit between the theoretical model and the pattern of 
covariances in the gathered data. Weston and Gore (2006) highlighted  a number of 
elements that should be considered when using SEM. These include (1) the desired 
statistical power, (2) test for close versus exact fit and (3) the complexity of the model. 
There are two purposes for using the SEM techniques. Firstly, SEM provides a 
parsimonious summary of the relationships among variables, and allows the fit of this 
model to be tested statistically. SEM can also test hypothesised relationships among 
constructs (Weston & Gore 2006) after error is stripped away, leading to more accurate 
path estimates. The researcher used Structural Equation Modelling (SEM) to analyse the 
measurement model underlying the data (via confirmatory factor analysis or CFA, which 
is a form of SEM), and the structural relationships between the latent factors.  
To analyse the data through SEM, this research followed a three-step modelling process 
as suggested by Mulaik and Millsap (2000). The first step relates to the number of 
factors. This is normally established by pre-existing theory, though may be supplemented 
by using exploratory factor analysis (EFA) in order to validate indicators for each factor. 
However, EFA was not considered necessary in this research because all variables were 
already known in this research and were developed on the basis of the literature (Hair 
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et.al. 2006, Byrne 2010). For this research, EFA was used only to shed light when lack of 
discriminant validity was suggested.  
EFA was used to evaluate that all indicators represented the similar intended perspective. 
To undertake this process, EFA was conducted to re-verify that both constructs really 
represented the content or the construct similarity. Lastly, those constructs were 
combined to provide a single construct.      
The second step of Mulaik and Millsap (2000)’s recommendation was the use of 
confirmatory factor analysis (CFA). This is a form of SEM in which only the 
relationships between items and their constructs are considered. CFA was used to assess 
construct validity through model fit indices (Tabachnick & Fidell 2007). CFA was also 
employed to further refine and confirm the identified factor structures by using model fit 
and the size of factor loadings to justify whether each indicator should be dropped or 
retained for each factor. Finally CFA was used to determine whether the measures 
exhibited discriminant validity. 
The third step involved the testing of the full structural equation model using SEM. In 
this research, the structural model was established in order to confirm the hypothesis and 
the relationships among factors. 
4.7.2. Confirmatory Factor Analysis (CFA) 
CFA is a subset of Structural Equation Modeling (SEM) technique that can be used to 
assess the multidimensionality and the factorial validity of the constructs of the 
theoretical framework (Byrne 2010). CFA can be used to assess the construct validity 
through model fit indices (Tabachnick & Fidell 2007). CFA only examines the link 
between factors and their measured variables. Thus, CFA represents a test of what is 
called the measurement model (Byrne 2001). The CFA technique can calculate measures 
that provide insight into the measurement model such as measures of reliability and 
average variance extracted (AVE). Through SEM, CFA also can test specific hypotheses 
about the structure of the factor loadings and Inter-correlations (Holmes-Smith 2007).  
The next section describes the estimation techniques that this research followed in order 
to assess the model fit. 
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4.7.3. Assessment of Model Fit and Estimation Techniques 
CFA was used in the research in order to assess the validity of research model constructs 
by establishing acceptable levels of the measurement model goodness-of-fit and finding 
specific evidence of construct validity (Hair et al. 2006). Model fit indices were 
employed to examine if the specified model represented the data. The model was 
accepted if the data fit indices proved adequate; in other words, if there was a plausible fit 
between the theoretical model and the pattern of covatiation in the data.  However, poor 
initial results meant that further analysis was sometimes needed to modify and re-estimate 
the model (Byrne 2010). There are three types of model indices: absolute fit indices, 
incremental fit indices and parsimony fit indices (Byrne 2010, Hair et al 2006). These 
measures can be employed to evaluate the CFA models but it is not recommended to use 
them all (Kline 1998). Thus, certain GOF measures were selected to assess the model fit 
in this research, which are discussed in the following paragraph. 
For this research, absolute fit indices and incremental fit indices were used for GOF 
measures (Tabachnick & Fidell 2007). Hair et al. (2006) recommend that at least one 
GOF measure from each group of measure should be selected. Kline (1998) also suggests 
that at least four GOF measures must be selected. This research employed seven GOF 
measures to evaluate the model fit. These measures included: the Chi-square p-value; 
Chi-square/df (Normed chi-square); the Goodness of Fit Index (GFI); the Comparative 
Fit Index (CFI); the Tucker- Lewis Index (TLI); the root mean square residual (RMR) 
and the root mean square error of approximation (RMSEA). If all GOF measure 
requirements were not met, model modifications were examined to ensure arrive at a 
model that could adequately represent the data. 
4.7.4. Construct Validity  
Construct validity (or dimension validity) is the most general type of validity, and can be 
described as ‘the extent to which a set of measured items (indicator variables) actually 
reflects the theoretical latent construct those items are designed to measure’ (Hair et al. 
2006, p. 776). It incorporates two main aspects: convergent validity and discriminant 
validity. Construct validity involved verifying that the indicators are actually aligned with 
the factors that the researcher believes it does (Kline 1998) using EFA and CFA. 
Construct validity was tested through confirmatory factor analysis (CFA) – a particular 
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type of structural equation modelling (SEM) in which the fit of the measurement model is 
examined. 
4.7.5. Unidimensionality 
Unidimensionality can be assessed by examining fit indices (Koufteros 1999). The 
construct unidimensionality in the measurement model exists when the indicator variables 
load on only one construct, so that the construct does not represent several different 
constructs, each of which may combine with different other constructs. According to 
Kline (1998), if the items did not reflect the same factor, then the resulting composite 
scale will not be valid.  
4.7.6. Reliability  
Reliability means dependability or consistency. To ensure that those scales captured the 
meaning of the model constructs consistently and accurately, a scale reliability analysis 
was performed to assess the internal consistency and item-total correlations. The 
assessment procedures for reliability of the scales are presented in the following sections. 
Internal Consistency  
Internal consistency reliability is defined as ‘the item-item consistency of subjects’ 
responses’ (Kline 1998). Internal consistency is typically measured by Cronbach’s (1951) 
coefficient alpha, a, which is the calculated correlation among a set of scale items 
(Churchill 1979). According to Churchill (1979), Cronbach‘s alpha should be used as a 
first step to assess the quality of the measurement scale. This choice was made because 
internal consistency reliability assesses whether the instrument itself is consistent, that is, 
if respondents answer consistently across all items of a construct (Neuman 2011). 
Cronbach’s alpha does not indicate the unidimensionality or validity of the scale 
(Tharenou et al.  2007). 
Although there is no fixed standard for good reliability, researchers have provided some 
common guidelines. For example, both Hair et al. (2006) and Kline (1998) suggest that 
Cronbach‘s alpha value around 0.9 indicates excellent internal consistency, around 0.8 
indicates a very good internal consistency, around 0.7 indicates adequate internal 
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consistency, and less than 0.6 indicates poor internal consistency. The threshold for this 
study was set at 0.75. 
Item-total Correlations 
Item-scale correlations and the estimation of Cronbach’s alpha are the most used 
technique to assess the internal consistency reliability (Churchill 1979). The main aim of 
the item-total correlation technique is to purify the measure by eliminating items prior to 
deciding the factors that represent the construct (Churchill 1979). According to Churchill 
(1979), items with lower values ‘close to zero’ should be deleted. An item-total 
correlation or corrected item-total correlation (CITC) less than 0.3 indicates that item is 
measuring something different from the construct as a whole (Cohen 1988, Pallant  
2011).  Therefore, the threshold for this study was set at 0.3. 
Item Reliability  
Using SEM, item reliability can be measured through the squared multiple correlations 
(also known as the squared loading). Squared loadings values below 0.3 indicate that the 
item is a poor measure of the construct and should be dropped (Holmes-Smith 2007). 
Squared loadings between 0.3 and 0.5 indicate that the item is a weak but adequate 
measure of the construct (Holmes-Smith 2007). Squared loadings of 0.5 calculate to a 
standardised loading of 0.7, which indicates that the item reflects the construct well (Hair 
et al. 2006). 
4.7.7. Convergent Validity 
According to Hair et al. (2006, p. 137), convergent validity refers to change’ the degree to 
which the measured variables of the same construct are correlated and share the high 
proportion of variance in common’. Convergent validity measures, whether items of the 
same variable or construct, measure the same thing and, therefore, reveal correlations to 
each other (Kline 1998). Convergent validity is assessed by factor loading of the 
measurement items. The high loadings indicate that the items converge on a common 
thing (Hair et al. 2006). As a guideline, the factor loading should be greater than 0.50 
(Hair et al. 2006) which indicates 25% of the variance in an item is accounted for by the 
common factor. Holmes-Smith (2007) suggests that convergent validity is achieved when 
this relationship, represented by factor loadings, is significantly different from zero (at 
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95% confidence interval). Holmes-Smith (2007) also suggests that values below 0.3 
indicate the item is a poor measure of the construct and should be discarded. He also 
suggests that values between 0.3 and 0.5 indicate the item is a weak yet adequate measure 
of the construct.  
In summary, convergent validity is assessed here through a variety of measures: firstly, 
with standardised regression loadings of higher than 0.7 (Hair et al. 2006); secondly, with 
significant p-values (at 95% confidence interval) (Hair et al. 2006) and finally, squared 
loadings values below 0.3 are considered not to hold convergent validity. Squared 
loadings values between 0.3 and 0.5 were scrutinised and accepted if all other convergent 
validity measures were well above the recommended thresholds. Squared loadings above 
0.5 were accepted. Modification indices were also considered to test validity. Therefore, 
the standardised factor loadings, p-value, squared loadings and modification indices of 
each item are evaluated for each construct. 
4.7.8. Discriminant Validity  
According to Hair et al. (2006, p. 137), discriminant validity refers to ‘the degree to 
which two conceptually similar concepts are distinct’. It is suggested that different 
constructs should not be so highly correlated as to be indistinct. Otherwise, they are 
measuring the same thing. Discriminant validity should reflect the difference among 
dimensions in a model. Correlations between different constructs can be calculated. If the 
values of correlations between factors exceed 0.85 (Kline 1998) or are above 0.8 or 0.9 
(Holmes-Smith 2007) or between 0.9 and 1.0 (Hair et al. 2006), this can indicate a lack of 
discriminant validity (Hair et al. 2006). For example, the average variance extracted 
(AVE) for two dimensions must be larger than the square of the correlation between the 
dimensions in order to satisfy the requirements of discriminant validity (Hair et al. 2006).    
4.7.9. Content Validity 
Content validity can be achieved in two ways (Churchill 1979): first, by obtaining the 
validated, accepted and existing instruments in the prior literature; second, by asking a 
panel of experts. The literature review in Chapter 2 discussed past studies that had 
contributed to the researcher’s knowledge of ITIL, IT outsourcing success and 
relationships. There was an earlier discussion in this chapter about the item development 
process in which experts (IT manager and academic) contributed in shaping the 
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questionnaire.  This process ensured that the instrument developed for this study had 
sufficient content validity. 
Although item-total analysis is useful, it does not have the statistical capacities associated 
with CFA to analyse the validity and reliability of measures. To establish the validity of 
the measurement the model using CFA, the research employed five guidelines – taken 
from recent SEM texts (Byrne 2010, Kline 1998). Each process was carefully executed to 
reduce the potential for errors in the model (Byrne 2010, Hair et al. 2006).  The 
guidelines included: 
• Each single factor should be a plausible fit for the data, with the Chi square 
discrepancy associated with the CFA having a p value greater than .05 (Hair et al. 
2006). 
• The Chi square discrepancy statistic was supplemented by consideration of other 
selected goodness of fit (GOF) indicators (discussed below). 
• The factor loading of indicators should be greater than .7, meaning that the 
variance in common between the factor and the indicators is at least .49 (normally 
rounded to 50 per cent).  In other words, at least half the variance in the indicator 
should be accounted for by the factor.  AMOS describes the variance in common 
(also known as the communality) as SMC (squared multiple correlation) but to 
avoid confusion the term squared loading is used in this thesis. Hair et al. (2006) 
suggest that indicators of the variance in common with the factor of less than 50% 
should be discarded as they cannot suitably explain the factors.  
• Modification indices (MIs) produced by AMOS were used to suggest items that 
contributed to poor fit. These items were normally then deleted, and after deletion, 
the researcher ran the analysis again to measure the factor loadings/squared 
loadings for all indicators. The process was repeated until a well fitting 
measurement model was achieved. 
• After single factor analyses were completed, all factors were then considered in a 
multifactor CFA – to assess the discriminant validity of the measures and to 
identify cross-loading items (which are therefore not measuring one, and only-
one, construct). 
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GOF cut-off-values used in this analysis were set at Chi-square/df <3 and p >.05 
(Carmines & McIver 1981, Ullman 2001); GFI= .95 (Hoelter 1983); CFI=.95 (Byrne 
2010, Hu & Bentler 1998); TLI=.95 (Hair et al 2006); RMR<.06 (Byrne 2010, Hair et al. 
2006), RMSEA<.06 (Hu & Bentler 1998). These values were chosen to represent a good 
model fit and confirm that the model can adequately explain the survey data when the 
requirements for all of these indices have been met (see Table 4.15) 
Table 4.15: Measurement indices guidelines adapted for this research 
GOF measure Name Cut-off value used 
Chi-square/df Normed Chi-square < 3 
p-value Probability value > 0.05 
GFI Goodness of Fit Index ≥ 0.95 
CFI Comparative Fit Index ≥ 0.95 
TLI Tucker-Lewis Index ≥ 0.95 
RMR Root mean square residual ≤ 0.06 
RMSEA Root mean square error of 
approximation 
≤ 0.06 
 
In summary, the model modification process in this research followed the processes and 
guidelines listed above. Where the data clearly did not fit the measurement model (as 
indicated by poor fit indices) MIs were used to identify the misfitting items, which were 
deleted (Byrne 2010, Hair et al. 2006, Hu & Bentler 1998). This was then revalidated in a 
confirmatory focus group.  
4.7.10. Additional Statistical Analyses  
Although the main analytical tool used for theory testing in this study was SEM, certain 
other statistical techniques were used to supplement this. These included exploratory 
factor analysis (EFA), which was used as a diagnostic tool, and MANOVA, which was 
used to test whether there was a statistical relationship between usage of ITIL within a 
firm and several of the dependent variables.  
Exploratory Factor Analysis (EFA) 
The exploratory approach is useful if the relationship between the observed and latent 
variables is not directly apparent, because of introduction of new research models, or 
applying research models in different environments (Byrne 2001, Hair et al. 2006). EFA 
is applied for two purposes. The first is to identify the structure of the measurement 
model and to construct the items into variables (Kline 1998). The second purpose is to 
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make the data more parsimonious for later multivariate analysis by reducing the number 
of items into a smaller number of parsimonious items (Hair et al. 2006). 
MANOVA 
MANOVA is applied when a group, or vector of correlated dependent variables (DVs) 
are used. According to Pallant (2011), MANOVA is used to compare groups on a number 
of different, but related, DVs. MANOVA is appropriate when a number of DVs are 
predicted by categorical variables (Pallant 2011). The benefits of using MANOVA are 
that all DVs are considered at the same time and it gives more possibility to reduce a risk 
of Type 1 error by chance. Bonferroni adjustment is usually used to reduce and control 
the Type 1 error (Tabachnick & Fidell 2007). 
4.8. Conclusion  
The chapter has discussed the research methods used in this study. The existing literature 
was used to frame a preliminary focus group. Hypotheses were then formulated based on 
the focus group and literature results. Based on these hypotheses, the researcher 
developed a survey to be used. Then the survey results were revalidated by conducting a 
supplementary focus group. Finally, findings of the focus group were added to the 
literature. The next chapter will present a descriptive analysis from the survey. 
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Chapter 5 : Descriptive Analysis 
The previous chapter has outlined the methodology and design of the research and 
established the survey instrument (Chapter Four). This chapter is concerned with an 
analysis of the data obtained from the survey of ITIL and IT outsourcing in Australian 
organisations. As mentioned earlier (refer to Chapter Three), hypotheses and constructs 
were proposed and the conceptual model developed as a result of the combination of the 
findings derived from an initial focus group and from relevant literature. The propositions 
of the conceptual model are tested by using structural equation modelling (SEM), and 
reported in the subsequent chapters (Chapter Six and Seven). This chapter provides a 
descriptive analysis of the demographic statistics data before moving to multivariate 
analysis in later chapters. Section 5.1 discusses the examination and preparation of the 
data. Then Section 5.2 provides a descriptive summary that relates to the demographic 
statistics. The chapter is finally summarised in Section 5.3. (See Table 5.1) 
Table 5.1: Organisation of the thesis – Chapter Five 
Chapter 1 Introduction 
Chapter 2 Literature Review 
Chapter 3 Developing the Theoretical Model 
Chapter 4 Research Methodology 
Chapter 5 Descriptive Analysis 
5.1 Data Examination and Preparation 
 5.1.1 Data Screening and Cleaning 
5.1.2 Missing Values 
5.1.3 Test for Data Normality 
5.2 Descriptive Summary of Demographic Statistics 
5.3 Chapter Summary 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory 
Chapter 8 Supplementary Focus Group 
Chapter 9 Discussion and Conclusion 
 
5.1. Data Examination and Preparation 
Several steps that were conducted in order to examine and prepare the data are described 
in Table 5.2 below. Firstly, a data screening and cleaning was deployed to detect any 
inconsistency of the survey data. Secondly, missing values were analysed, and 
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expectancy maximisation (EM) methods were used to impute values for these. Finally, 
data normality was examined.  
Table 5.2: Summary of data examination and preparation steps 
Summary of data examination and preparation steps 
Steps Section Action 
1 5.1.1 Data recording and screening 
2 5.1.2 Identification of missing values 
3 Review of missing values, and EM imputation 
4 5.1.3 Normality test 
 
5.1.1. Data Screening and Cleaning 
Several steps were undertaken to screen and clean the data. Firstly, each questionnaire 
was converted to a PDF file and saved in a single folder. Secondly, an identifier was 
provided, so that each respondent had a unique number. Thirdly, all data were imported 
electronically from the online survey ‘Qualtrics database’ to an Excel file. Then the 
names of variables were adjusted to order to import them into SPSS.  Lastly, the 
researcher checked for invalid respondents, in this case those that did not currently 
outsource part/all of their IT. Table 5.3 shows the number of participants in the 
questionnaire throughout all three stages (refer to Chapter 4).  
Table 5.3: Number of participants (all stages) 
Stage number Stage name Number of participants 
1 ACS (e-newsletter) 10 
2 Business list 130 
 Total 140 
 
The total number of responses in the last stage (i.e Business list) was 239. However, the 
researcher asked respondents whether their organisation currently outsourced any of its 
IT services and those who responded ‘no’ did not continue the survey. The results 
showed that 173 (72%) of respondents have outsourced part/all of their IT services. 
Hence, the respondents that did not outsource were discarded (66 responses). Also, 43 of 
the 173 responses were rejected as they did not complete the questionnaire beyond Q5 
(Table 5.4). 
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Table 5.4: Item 5: Does your organisation currently outsource any of its IT services? 
Number Answer Response # Percentage % 
1 Yes skip to Q6 173 72 % 
2 No 66 28 % 
 Total 239 100 % 
On the basis of respondents who continued the survey, the rest of the analysis considered 
those respondents who answered ‘Yes’ to the outsourcing question and thus completed 
the survey. Therefore, the total number of responses is 140 (i.e. a response rate of 7%4).  
Some of these responses include missing values. The process of dealing with the missing 
values is discussed in the following section. 
5.1.2.  Missing Values 
Missing data occurs when responses for one or more variables are not available as the 
respondents did not respond to an item (Hair et al. 2006). According to IBM SPSS 
(2011), the analysis of missing data requires that three key processes be performed: 
• Provide a description of missing data patterns; 
• Evaluate the nature of the data by estimating the mean, mode, and standard 
deviation; and 
• Impute missing data with estimated values by deploying different techniques 
such as regression and expectation maximisation (EM) 
A total of 140 responses were received, of which 48 had at least one Not Applicable ‘NA’ 
score in the evaluative variables used in a later SEM analysis. SPSS’s expectancy 
maximisation (EM) routine was used to statistically predict the likely score for these 
variables based on the other scores provided by the respondent. This procedure is argued 
by (Tabachnick & Fidell 2007) to be more accurate than mean substitution. For one 
respondent, the expectancy maximisation routine could not provide an estimate for two 
items. However, inspection of that respondent’s pattern of responses revealed that the NA 
response was a mistake, and the respondent was signalling strong agreement. 
Consequently a score of 8 was substituted. Later analyses were conducted with and 
without this respondent, to confirm that this change had very little effect on the results.  
                                               
4
 The total number of participants from the business list and ACS was 2000. Therefore, 140/2000 = .07 
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As a result of this missing value analysis, all 140 responses could be used. After 
deploying the EM procedure and identifying the sample size, the following section will 
describe the data normality test.   
5.1.3. Test for Data Normality 
The assessment of data normality was an essential step because the analysis of this study 
is based on several statistical techniques. Normality is considered as a key fundamental 
assumption of multivariate analysis. It refers to ‘the shape of the data distribution for an 
individual metric variable and its correspondence to the normal distribution’ (Hair et al. 
2006, p. 79)  
Hair et al. (2006) suggest that normality can be tested graphically or statistically. The 
former is a test of the histogram chart that compares the observed data values with a 
distribution approximating the normal distribution. The statistical tests of normality 
examine the probability plot by comparing the cumulative distribution of actual data 
values with the cumulative distribution of a normal distribution. A well-known statistical 
test is based on the skewness (a measure of symmetry) and kurtosis (a measure of the 
peakedness) values (Hair et al. 2006, Tabachnick & Fidell 2007). 
A positive kurtosis indicates a higher peak than the normal distribution; a negative 
kurtosis indicates a flatter distribution than the normal distribution (Pallant 2011). 
Skewness and kurtosis should be within the +2 to -2 range when the data are normally 
distributed (Lewis-Back et al. 2004). However, Hair et al. (2006) provide a wider range 
+3 to -3 for kurtosis. The results of the normality test are illustrated in Table 5.5.     
Table 5.5 shows that all values for the items fall within the range of +2 to -2 for skewness 
and kurtosis (Lewis-Back et al. 2004). Therefore, all variables can be considered to be 
normally distributed.  
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Table 5.5: Data normality test 
Item Mean Std. Dev Skew Kurt. 
 
 
Item Mean Std. Dev Skew Kurt. 
SLA1 5.70 1.69 -.58 -.29 
 
BS1 5.70 1.81 -.92 .28 
SLA2 5.66 1.66 -.65 -.13 BS2 5.61 1.92 -.86 -.11 
SLA3 5.56 1.77 -.49 -.62 BS3 5.16 1.76 -.57 -.33 
SLA4 5.82 1.76 -.76 -.13 BS4 5.52 1.88 -.71 -.28 
SLA5 5.94 1.80 -.87 .029 BS5 5.28 1.85 -.53 -.51 
SLA6 5.78 1.76 -.67 -.14 BS6 5.51 1.86 -.65 -.24 
CQ1 6.06 1.64 -.99 .43 BS7 5.65 1.67 -.61 -.05 
CQ2 6.07 1.52 -.95 .78 BS8 5.35 1.82 -.56 -.29 
CQ3 5.93 1.61 -.89 .40 BS9 4.78 1.92 -.11 -.72 
CQ4 5.86 1.61 -.87 .46 BS10 5.72 1.84 -.98 .22 
CQ5 5.99 1.59 -1.03 .89 BS11 5.86 1.76 -1.02 .55 
KS1 4.43 2.04 -.00 -1.13 BS12 5.84 1.81 -1.05 .50 
KS2 6.06 1.60 -.89 .27 TR13 4.96 2.00 -.35 -.74 
KS3 5.96 1.59 -.80 .23 TR14 5.70 1.87 -.84 -.05 
KS4 5.93 1.55 -.79 -.038 TR15 6.06 1.80 -1.05 .47 
KS5 5.97 1.65 -.97 .61 TR16 6.07 1.74 -1.09 .66 
TSQ1 5.19 1.78 -.53 -.59 TR17 4.42 2.50 -.07 -1.45 
TSQ2 5.19 1.70 -.71 -.29 TR18 5.71 1.87 -.92 .16 
TSQ3 5.37 1.82 -.74 -.21 CT19 5.55 1.82 -.50 -.52 
TSQ4 5.24 1.93 -.56 -.54 CT20 5.90 1.74 -.99 .46 
TSQ5 6.04 1.53 -.915 .35 CT21 5.87 1.79 -.86 .086 
TSQ6 5.79 1.38 -.951 .535 CT22 5.59 1.85 -.64 -.34 
TSQ7 5.72 1.59 -1.34 1.58 CT23 6.05 1.79 -1.08 .63 
 
Testing normality is the last step of the data examination and preparation. The following 
section will discuss the descriptive statistics for the survey. 
5.2.  Descriptive Statistics  
The descriptive analysis was guided by the work of Pallant (2011). Descriptive statistics 
are applied after reviewing and ensuring that data did not include any errors. Descriptive 
statistics are very important in providing a quick summary of the data patterns (Pallant 
2011).    
The descriptive statistics of this study began with a demographic analysis. The 
demographic part of the survey can be divided into three groups. The first describes the 
personal and organisational information. The second shows the IT outsourcing services 
while the third shows the usage of service quality management frameworks. 
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The survey included 140 respondents who worked in the field of IT outsourcing 
arrangements in Australian organisations (Table 5.6).  Respondents were asked to 
describe the industry type of their organisations. The largest proportion of the industry 
type related to finance and insurance 10.7 %. Educational services and manufacturing 
were 10% and 9.3% respectively, while some industries such as ICT, construction and 
health and community services each scored the same 6.4 %. As the researcher was keen 
to identify the size of the organisation, the questionnaire asked the participants to identify 
the number of employees in their organisations. Based on the Australian Bureau of 
Statistics, the organisation size has been classified into: Small, 1-20 employees; Medium, 
21-250 employees; Large, more than 250 employees. The results showed that the 
majority were large organisations (68.6 %) followed by medium organisations (30.7 %), 
while only one respondent was from a small organisation. There was an even split 
between the public (42.1 %) and private (40.7%) sectors, with the rest in the not-for-
profit sector (17.1%). The questionnaire asked the respondents to indicate their role in 
their organisations. The data showed that the majority of the respondents roles (80%) 
were IT managers, while the rest (19.3 %) worked as CIOs. (i.e. they selected an option: 
‘other’). 
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Table 5.6: Demographic statistics 
Type Items  Frequency  Per cent  
Industry  Finance and insurance 15 10.7 
Educational Services 14 10 
Manufacturing 13 9.3 
Government administration and defence: Local 11 7.9 
Construction-  Cultural and recreational services- 
Health and community services-  Information and 
Communications Technology 
9 6.4 
Transport and storage 7 5.0 
 Electricity, gas and water supply- Government 
administration and defense: Federal- Government 
administration and defence: State-  Mining 
6 4.3 
Wholesale trade 5 3.6 
Personal and other services- Retail trade 4 2.9 
Accommodation, cafe and restaurants-  
Communication services- Property and business 
services 
2 1.4 
Agriculture, forestry and fishing 1 .7 
Total 140 100 
Organisation 
size 
1-20 employees 1 .7 
21-250 Employees 43 30.7 
More than 250 Employees 96 68.6 
Total 140 100 
Sector Private 57 40.7 
Public 59 42.1 
Not for profit 24 17.1 
Total 140 100 
Employee 
role 
Functional manager (i.e. IT manager) 112 80 
Outsourcing or Contracts manager 0 0 
Project manager 1 .7 
Purchasing manager 0 0 
Other 27 19.3 
Total 140 100 
 
In order to discover the widest range of services that were outsourced, two questions were 
asked about outsourcing services. The first question asked respondents to classify their 
current outsourced IT services. The largest proportion of the outsourced services was 
reflected by support/maintenance activities, of which 47.9 % was telecommunications, 
44.3% applications software and 36.4 % was IT equipment other than PCs. While 
research and development (2.1%), quality control/analysis (2.1%) and customer billing 
(3.6%) constituted the lowset proportion of services that were outsourced (Table 5.7).  
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Table 5.7: IT services outsourced 
Type of IT service outsourced  Frequency Per cent 
Warehousing and inventory management 16 11.4 
Transportation / Logistics 19 13.6 
Research and development 3 2.1 
Contract manufacturing of components or assemblies 6 4.3 
Quality control / Analysis 3 2.1 
Fleet management 17 12.1 
Training and development (excluding IT training) 18 12.9 
Staff recruitment 16 11.4 
Salaries / Benefits / Leave administration 13 9.3 
Customer billing 5 3.6 
“Back office” processing 11 7.9 
Customer support ( telephone / help desk) 26 18.6 
Face to face customer support 9 6.4 
IT data centre operations 49 35.0 
Telecommunications support / maintenance 67 47.9 
Support / Management of PCs and desktop environment 36 25.7 
Support / Management of servers and network software / hardware 61 43.6 
Software development (on an ongoing basis) 38 27.1 
Development of a specific IT system or application 58 41.4 
Applications software support / Maintenance 62 44.3 
IT education / training 25 17.9 
Support / Maintenance of IT equipment other than PCs 51 36.4 
Website / Portal hosting 65 46.4 
Other 13 9.3 
 
 
The second question asked respondents to indicate explicitly the most recent outsourced 
services. Based on the respondents’ answers, 19 categories were identified (i.e. 0=NA to 
19=other). Results of this item were consistent with the results of the first item. 19.3 % of 
the respondents indicated support and maintenance. Only three respondents did not 
provide an answer (Figure 5-1). 
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Figure 5-1: The most recent IT services outsourced 
 
The respondents were asked about the total cost for outsourcing of services in their 
organisations. The IT budget (for those who responded to this item) ranged from < $AU 
500k to greater than $AU 3 million, and was distributed as shown in Table 5.8. 
Table 5.8: Frequency and Percentage of IT budget ($AUD p.a.) outsourced 
Type  Frequency Percent 
<500 k 63 45.0 
500 k to 1 Million 20 14.3 
1 million to 3 million 16 11.4 
>3 million 34 24.3 
Don’t know 5 3.6 
Not answer 2 1.4 
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The existing literature showed that managing contracts is a sensitive issue in outsourcing 
arrangements (Lacity & Willcocks 1998, Domberger et al. 2000, Poppo & Zenger 2002, 
Barthélemy 2003, Lee et al. 2004, Saunders et al. 1997, Kern & Willcocks 2002). 
Contract duration is usually measured by years (Lacity et al. 2009). While some research 
argued that short-term contracts were more likely to succeed, (Lacity & Willcocks 1998, 
Smith & Mckeen 2004) and Lee et al. (2004) contradicted this view. Therefore, the 
respondents were asked to indicate the period they first entering into an outsourcing 
arrangement. The range of distribution was either ‘one year or less’, ‘More than year’ or 
‘NA’. The distribution of responses is shown in Table 5.9.   
Table 5.9: Length of contract 
Type  Frequency Percent 
One year or less 29 20.7 
More than year 108 77.1 
No answer 3 2.1 
Total  140 100 
 
A careful vendor selection was also considered central to outsourcing success (McFarlan 
& Nolan 1995, Lacity et al. 1996, Lacity & Willcocks 1998, Willcocks et al. 1999, 
Barthelemy 2001, Levina & Ross 2003, Feeny et al. 2005, Gonzalez et al. 2005). 
Gonzalez et al. (2005) conducted a survey of 357 large organizations in Spain. They 
found that choosing the right provider was crucial for outsourcing success. Therefore, the 
respondents in the research were asked to indicate the period of doing business with the 
current vendor. Similar to the previous item, the range of distribution was either ‘one year 
or less’, ‘More than year’ or ‘NA’. The distribution can be seen in Table 5.10.   
Table 5.10: Length of doing business with the current vendor 
Type Frequency Percent 
One year or less 17 12.1 
More than year 121 86.4 
No answer 2 1.4 
Total 140 100 
 
The respondents were also asked whether they had service management frameworks 
(such as ITIL, COBIT, etc) in place. The majority of respondents (56.4%) had 
implemented at least one of the service management frameworks, while almost 38% 
indicated they did not embrace any frameworks. Only eight respondents were uncertain 
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whether their organisations had any frameworks. Table 5.11 shows the respondents’ 
feedback regarding the availability of service management frameworks.  
Table 5.11: The availability of service quality management frameworks 
Response Frequency Percent 
Yes 79 56.4 
No 53 37.9 
Don’t know 8 5.7 
Total  140 100 
 
Also, the respondents were asked to indicate the type of service management framework 
that was in place. Results indicate that the ITIL framework was the most common (83 
respondents) followed by only nine respondents using COBIT. One third of responses 
reported their framework as ‘other’. Figure 5.2 shows the framework types by 
respondents.  
 
 
Figure 5-2: Type of service quality management framework by respondents 
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5.3. Chapter Summary 
The purpose of this chapter was to summarise the descriptive data obtained from the 
online survey and to prepare this data for further analysis. As the objective of the further 
data analysis was to employ both univariate and multivariate statistics, the data were 
examined for several characteristics. The chapter began with data examination and 
preparation. This stage included several actions. Firstly, data screening was discussed 
along with issues such as importing data electronically into statistical package and given 
respondents an identifier. The result of this step showed that the response rate was 7% of 
valid responses. Secondly, missing values were analysed using the Expectancy 
Maximisation (EM) technique. The results showed that all 140 valid responses could be 
used for further analysis. Then normality assumptions were tested and normally 
distributed data confirmed. Finally, the descriptive statistics were summarised, including 
key demographic statistics. Chapter 6 will present the findings related to analysis of the 
measurement model.  
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Chapter 6 : Measurement scale analysis and model assessment 
Chapter 4 discussed the research methods and design, while Chapter 5 presented the 
descriptive analysis of the survey. This chapter presents the results of the analysis of the 
measurement scales used in the questionnaire.  
This analysis was needed before the theory testing, carried out using MANOVA and 
structural equation modelling (SEM), could be undertaken. The theory testing is reported 
in Chapter 7. 
The chapter reports testing of the propositions of the conceptual measurement model by 
using confirmatory factor analysis (CFA), a particular form of SEM. It also reports tests 
of reliability, validity and unidimensionality. As shown in Table 6.1, the chapter starts 
with conducting CFA on each scale in order to test the dimensionality and reliability of 
individual variables. Content, construct and convergent validity were also tested as a part 
of this process. Then, discriminant validity was investigated to indicate how dimensions 
in the model are interrelated (Holmes-Smith 2007) and to confirm that the constructs 
were psychometrically different. Then using CFA again, the full measurement model was 
examined and evaluated. The chapter is finally summarised in Section 6.9. 
Table 6.1: Multivariate analysis (SEM) conducted as a part of the investigation 
Stages Action 
1 Testing the dimensionality and reliability of individual variables using item-total 
correlations and CFA (and, if necessary, EFA) 
2 Validity tests (Content, Construct, Convergent) 
3 Testing Discriminant Validity 
4 Testing the overall measurement model (using CFA) 
5 Testing the effect of ITIL on DVs (via regression and MANOVA) (Chapter 7) 
6 Structural equation modelling (SEM) of the theoretical model (Chapter 7) 
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6.1. Item-total Correlations 
Before the CFA was conducted, item-scale correlations were investigated. Item-scale 
correlation is the most common tool used in business to assess the internal consistency 
reliability of scale (Churchill 1979). The main aim of the item-total correlation technique 
is to purify the measure by eliminating items that do not fit well with the construct prior 
to deciding the factors that represent the construct (Churchill 1979). According to 
Churchill (1979), items with values ‘close to zero’ should be deleted. An item-total 
correlation or corrected item-total correlation (CITC) less than 0.3 indicates that item is 
measuring something different from the construct as a whole (Cohen 1988, Pallant  
2011).  Therefore, the threshold for this study was set at 0.3.  
The results of the preliminary test of item-total correlations showed that the large 
majority of items loaded well (i.e. > 0.3) onto their expected factors. However, the trust-
related item TR17 ‘We use penalty clauses in our SLAs’ correlated at only 0.28 with the 
total score, suggesting it was a poor measure of trust. This item therefore was discarded 
from later analysis.     
Item-total correlation does not statistically test the underlying structure of items making 
up the total (which can include several dimensions). For that reason the more powerful 
tool of CFA was then used to assess the measurement model(s). 
6.2. Stage 1: Confirmatory Factor Analysis (Single Factor) 
As mentioned (in Section 4.8.2), CFA can be used to assess construct validity through 
assessment of the fit between the measurement model and the actual data – using a range 
of model fit indices (Tabachnick & Fidell 2007). There are three types of model indices: 
absolute fit indices, incremental fit indices and parsimony fit indices (Byrne 2010, Hair et 
al. 2006). These measures can be employed to evaluate the CFA models but it is not 
recommended to use them all (Kline 1998). Thus, certain GOF measures were selected to 
assess the model fit in this research. 
The following section presents the results of the CFA for each individual construct 
proposed in the theoretical model. 
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6.2.1. Service Level Agreements Quality (SLA Quality) 
When considered as a single factor, the initial output for the SLA Quality measurement 
model revealed that the theoretical model did not fit the data (Chi-square 122.0, df 9, p 
.00 and RMSEA .30). 
Modification indices suggested that, for the model to fit, there should be covariance 
between the error variance for items s1 and s3 – this implies that some unmeasured factor 
was affecting these two items. Also, the modification indices suggested that items 
contributing to poor fit were SLA 4 ‘Service-level/quality targets have been established’ 
and SLA5 ‘Service availability targets have been established’. After deleting these items 
and covarying the error terms the resulting factor model did fit the data (Chi-square/df 
1.1, p .29 and RMSEA .02). This model is shown in Figure 6-1 and Table 6.2. 
 
Figure 6-1: SLA Quality single factor measurement model 
 
Table 6.2: SLA Quality single factor CFA after modification 
Model Fit Index Value Criteria 
Chi-square/df 1.1 <3 
p-value 0.29 >.05 
GFI 0.99 ≥.95 
CFI 1 ≥.95 
TLI 0.99 ≥.95 
RMR 0.01 <.06 
RMSEA 0.02 <.06 
Chi-square 1.1 
df 1 
p .299 
RMSEA .024 
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Having a Chi-square/df value of 1.1 and a p-value of .29 indicates that this revised model 
fits well. Additionally, all the factor loadings were relatively high, ranging from 0.91 to 
0.94; they were all significant at p < 0.001 level, suggesting convergent validity. The 
squared loadings values were all greater than 0.50, indicating adequate reliability of the 
items. Finally, the acceptable level of the fit indices confirmed that the specified factor 
model of this construct possessed unidimensionality. Thus, the revised SLA Quality 
dimension was accepted to be a latent variable in the structural model. 
6.2.2. Communication Quality (CQ) 
The initial output for the Communication Quality (CQ) dimension revealed that the 
theoretical single-factor model did not fit the data (Chi-square 13.7, df 5, p .01 and 
RMSEA .11). 
Modification indices suggested that a better fit would occur when the item CQ1 
‘Communication between our firm and our vendor is generally timely’ was removed. The 
item is related to the timely relationship of communication between vendor and customer, 
and responses suggested that this item did not vary in the same way as other 
Communication Quality items. After deleting this item the resulting model did fit the data 
(Chi-square/df 0.1, p .86 and RMSEA .00). This model is shown in Figure 6-2 and Table 
6.3. 
 
Figure 6-2: Communication Quality single factor measurement model 
 
Chi-square .29 
df 2 
p .84 
RMSEA .00 
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Table 6.3: Communication Quality single factor CFA after modification 
Model Fit Index Value Criteria  
Chi-square/df 0.15 <3 
p-value 0.86 >.05 
GFI 0.99 ≥.95 
CFI 1 ≥.95 
TLI 1 ≥.95 
RMR 0.00 <.06 
RMSEA 0 <.06 
 
Having a Chi-square/df value of .15 and a p-value of .86 indicates that this revised model 
fits well. Additionally, all the factor loadings were relatively high, ranging from 0.94 to 
0.97; they were all significant at p < 0.001 level, suggesting convergent validity. The 
squared loadings values were all greater than 0.50, indicating adequate reliability of the 
items. Finally, the acceptable level of the fit indices confirmed that the specified factor 
model of this construct possessed unidimensionality. Thus, the revised Communication 
Quality dimension was accepted to be a latent variable in the structural model. 
6.2.3. Knowledge Sharing (KS) 
The initial output for the Knowledge Sharing dimension revealed that the theoretical 
single-factor model did not fit the data (Chi-square 58.5, df 14, p .00 and RMSEA .15). 
Modification indices suggested that the item contributing to this poor fit was ‘We are 
involved in shared education and training’. After deleting this item the resulting model 
did fit the data (Chi-square/df .11, p .89 and RMSEA .00). This model is shown in Figure 
6-3 and Table 6.4.  
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Figure 6-3: Knowledge sharing single factor measurement model 
 
Table 6.4: Knowledge Sharing single factor CFA after modification 
Model Fit Index Value Criteria  
Chi-square/df 0.11 <3 
p-value 0.89 >.05 
GFI 0.99 ≥.95 
CFI 1 ≥.95 
TLI 1.01 ≥.95 
RMR 0.01 <.06 
RMSEA 0 <.06 
 
Having a Chi-square/df value of .11 and a p-value of .89 indicates that this model fits 
well. Additionally, all the factor loadings were quite high, ranging from 0.81 to 0.86; they 
were also all significant at p < 0.001 level, suggesting convergent validity. The squared 
loadings values were all greater than 0.50, indicating adequate reliability of the items. 
Finally, the acceptable level of the fit indices confirmed that the specified factor model of 
this construct possessed unidimensionality. Thus, the revised Knowledge Sharing 
dimension was accepted to be a latent variable in the structural model. 
However, despite this finding, later discriminant validity analysis revealed other problems 
with this variable (See Section 6.4). 
Chi-square .229 
df 2 
p .892 
RMSEA .00 
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6.2.4. Technical Service Quality (TSQ) 
The initial output when the Technical Service Quality dimension was considered as a 
single factor revealed that the theoretical model did not fit the data (Chi-square 7.9, df 5, 
p .16 and RMSEA .07). 
Modification indices suggested that a better fit would occur when two of the items were 
discarded: TSQ6 ‘Given the service levels specified in your SLA, to what extent have 
service quality standards been met?’ and TSQ7 ‘How would your firm evaluate the 
overall level of service provided by your vendor?’ Although both these items are related 
to the performance level of technical service quality, the pattern of responses suggested 
that these items did not vary in the same way as other Technical Service Quality items. 
After deleting these items, the resulting model did fit the data (Chi-square/df 0.15, p .21 
and RMSEA .05). See Figure 6-4 and Table 6.5. 
 
 
Figure 6-4: Technical service quality single factor measurement model 
 
  
Chi-square 7.05 
df 5 
p .217 
RMSEA .054 
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Table 6.5: Technical Service Quality single factor CFA after modification 
Model Fit Index Value Criteria  
Chi-square/df 0.15 <3 
p-value 0.21 >.05 
GFI 0.97 ≥.95 
CFI 0.99 ≥.95 
TLI 0.98 ≥.95 
RMR 0.03 <.06 
RMSEA 0.05 <.06 
 
Having a Chi-square/df value of .15 and a p-value of .21 indicates that this model fits 
well. Additionally, all the factor loadings were high, ranging from 0.87 to 0.95; they were 
all significant at p < 0.001 level, suggesting convergent validity. The squared loadings 
values were all greater than 0.50, indicating adequate reliability of the items. Finally, the 
acceptable level of the fit indices confirmed that the specified factor model of this 
construct possessed unidimensionality. Thus, the revised Technical Service Quality 
dimension was accepted to be a latent variable in the structural model. 
6.2.5. Outsourcing Success (SuccessBS) 
Prior qualitative and theoretical literature had suggested that outsourcing success can be 
measured by both (corporate) benefits and by satisfaction (Grover et al. 1996). However, 
prior research has proved inconsistent in relation to whether there are one or several 
factors (Grover et al. 1996, Lee & Kim 1999). Therefore, an initial diagnostic EFA was 
applied to identify the likely number of factors that formed the outsourcing success 
measure in this sample. Using SPSS v20, Bartlett‘s (1954) test of sphericity and the 
Kaiser-Mayer-Olkin measure of sample adequacy (KMO) were used to determine the 
factorability of the data (Hair et al. 2006, Tabachnick & Fidell 2007). The researcher used 
Maximum Likelihood (ML) as the factor extraction method and an Oblimin (i.e. Oblique) 
rotation. Factor extraction intends to discover factor based on a particular method and 
criterion to decide the adequacy of the number of factors (Tabachnick & Fidell 2007). 
The factor rotation aims to improve the interpretation of given solution (Tabachnick & 
Fidell 2007). The oblique rotation chosen allows for subfactors to be correlated, a more 
realistic situation than that which underlies an orthogonal (non-correlating) rotation 
(Pallant 2011). Both one and two factor models were tested, however the ‘two factor’ 
EFA still resulted in essentially only one factor. 
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On the basis of diagnostic information from this EFA, and prior research (Grover et al. 
1996) items related to the benefits of outsourcing, and those related to satisfaction with 
outsourcing were initially assigned into a single factor (SuccessBS) as shown in Table 
6.6. 
Table 6.6: EFA for outsourcing success 
Factor Matrix 
Factor 
1 
Outsourcing IT to this vendor has enhanced our organization’s IT competence .867 
Outsourcing IT to this vendor has enabled our organization to refocus on its core 
business 
.835 
Outsourcing IT to this vendor has increased our organization’s control of IS expenses .786 
As a result of this arrangement we have reduced the risk of technological Obsolescence .788 
Our access to key information technologies is increased. .817 
We have increased our firm’s technology capabilities .849 
Outsourcing IT has provided enhanced economies of scale in technological resources .793 
Outsourcing IT has provided enhanced economies of scale in human resources .775 
We have achieved substantial cost saving from this outsourcing arrangement. .639 
Our firm is satisfied with the performance of this vendor(s) .921 
Overall, our interactions with this outsourcing vendor are satisfactory. .919 
Overall, our organisation is satisfied with the benefits from outsourcing arrangement. .931 
 
However, when confirmatory FA was conducted, the output for the outsourcing success 
considered as a single factor revealed that the theoretical single-factor model did not fit 
the pattern of covariances in the data (Chi-square 306.1, df 54, p .00 and RMSEA .18). 
Modification indices suggested that a better fit would occur when the following items 
were deleted (see below). In other words, these items did not vary in the same way as 
other items measuring satisfaction/benefits.  
• BS2 ‘Outsourcing IT to this vendor has enabled our organization to refocus 
on its core business’ 
• BS3 ‘Outsourcing IT to this vendor has increased our organization’s control 
of IS expenses’ 
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• BS4 ‘As a result of this arrangement we have reduced the risk of 
technological Obsolescence’ 
• BS5 ‘Our access to key information technologies is increased’ 
• BS6 ‘We have increased our firm’s technology capabilities’ 
• BS7 ‘Outsourcing IT has provided enhanced economies of scale in 
technological resources’ 
• BS8 ‘Outsourcing IT has provided enhanced economies of scale in human 
resources’ 
It is possible that these items, which relate essentially to the benefits of outsourcing as a 
business strategy rather than to a particular outsourcing arrangement, were seen as 
confusing by respondents. These items could have been understood to describe the effects 
of outsourcing of IT overall, rather than the single outsourcing arrangement that 
respondents were asked to focus on. 
After deleting these items, the resulting single-factor CFA model did fit the data (Chi-
square/df 11, p .23 and RMSEA .05). The retained indicators were a measure of strategy 
benefits ‘Outsourcing IT to this vendor has enhanced our organization’s IT competence’ 
and the original satisfaction measures. Therefore, the factor was renamed to Satisfaction. 
See Figure 6-5 and Table 6.7. 
 142 
 
 
Figure 6-5: Satisfaction single factor measurement model 
 
Table 6.7: Satisfaction single factor CFA after modification 
Model Fit Index Value Criteria 
Chi-square/df 0.11 <3 
p-value 0.23 >.05 
GFI 0.98 ≥.95 
CFI 0.99 ≥.95 
TLI 0.99 ≥.95 
RMR 0.02 <.06 
RMSEA 0.05 <.06 
 
Having a Chi-square/df value of 0.11 and a p-value of .23 indicates that this model fits 
well. Additionally, all the factor loadings were high, ranging from 0.86 to 0.96; they were 
all significant at p < 0.001 level, suggesting convergent validity. The squared loadings 
values were all greater than 0.50, indicating adequate reliability of the items. Finally, the 
acceptable level of the fit indices confirmed that the specified factor model of this 
construct possessed unidimensionality. Thus, the revised Satisfaction dimension was 
accepted to be a latent variable in the structural model. 
Chi-square 2.89 
df 2 
p .23 
RMSEA .05 
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6.2.6. Trust (TR) 
The initial output for the Trust dimension considered as a single factor revealed that the 
theoretical model did not fit the data (Chi-square 13.7, df 5, p .01 and RMSEA .11). 
Modification indices suggested that one item did not vary in the same way as other Trust 
items, and that a better fit would occur when the item TR13 ‘This vendor makes 
beneficial decisions for our firm under all circumstances’ was removed. After deleting 
this item, the resulting model did fit the data (Chi-square/df 1, p .36 and RMSEA .01). 
See Figure 6-6 and Table 6.8. 
 
Figure 6-6: Trust measurement model after modification 
 
Table 6.8: Trust single factor CFA after modification 
Model Fit Index Value Criteria  
Chi-square/df 1 <3 
p-value 0.36 >.05 
GFI 0.99 ≥.95 
CFI 1 ≥.95 
TLI 1 ≥.95 
RMR 0.01 <.06 
RMSEA 0.01 <.06 
 
Chi-square 2.0 
df 2 
p .36 
RMSEA .01 
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Having a Chi-square/df value of 1 and a p-value of .36 indicates that this model fits well. 
Additionally, all the factor loadings were relatively high, ranging from 0.91 to 0.98; they 
were all significant at p < 0.001 level, suggesting convergent validity. The squared 
loadings values were all greater than 0.50, indicating adequate reliability of the items. 
Finally, the acceptable level of the fit indices confirmed that the specified factor model of 
this construct possessed unidimensionality. Thus, the revised Trust dimension was 
accepted to be a latent variable in the structural model. 
6.2.7. Commitment (CT) 
The initial output for the Commitment dimension considered as a single factor revealed 
that the theoretical model did not fit the data (Chi-square 19.3, df 5, p .00 and RMSEA 
.06). 
Modification indices suggested that, for the model to fit the data, there should be 
covariance of the error terms for c21 and c22 – suggesting that some unmeasured concept 
was affecting these two items. Also, the modification indices suggested that a better fit 
would occur when the item CT19 ‘The relationship that our firm has with this vendor 
deserves our firm’s maximum effort to maintain’ was deleted. The item is related to 
retaining the relationship between vendor and customer, and responses suggested that this 
item did not vary in the same way as other Commitment items. After deleting this item 
and covarying the error terms as suggested, the resulting measurement model did fit the 
data (Chi-square/df 1.7, p .19 and RMSEA .06). See Figure 6-7 and Table 6.9. 
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Figure 6-7: Commitment single factor measurement model 
 
Table 6.9: Commitment single factor CFA after modification 
Model Fit Index Value Criteria 
Chi-square/df 1.7 <3 
p-value 0.19 >.05 
GFI 0.99 ≥.95 
CFI 0.99 ≥.95 
TLI 0.99 ≥.95 
RMR 0.01 <.06 
RMSEA 0.06 <.06 
 
Having a Chi-square/df value of 1.7 and a p-value of .197 indicates that this model fits 
well. Additionally, all the factor loadings were relatively high, ranging from 0.81 to 0.95; 
they were all significant at p < 0.001 level, suggesting convergent validity. The squared 
loadings values were all greater than 0.50, indicating adequate reliability of the items. 
Finally, the acceptable level of the fit indices confirmed that the specified factor model of 
this construct possessed unidimensionality. Thus, the revised Commitment dimension was 
accepted to be a latent variable in the structural model. 
In summary, the initial single factor confirmatory analyses suggested there were 
unidimensional measures for each of the proposed constructs, with the exception of the 
Success measure, which incorporates items measuring satisfaction and various benefits 
Chi-square 1.7 
df 1 
p .197 
RMSEA .069 
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associated with outsourcing as a whole. However, a number of individual items needed to 
be discarded as they did not vary in the same way as other items in their theorised 
constructs. It is normal when scales are first developed to find that apparently plausible 
items do not have the psychometric properties expected (Kline 1998). 
6.3. Stage 2: Discriminant Validity 
As mentioned in Section 4.8.8, multi-factor CFA was then used to explore the 
interrelationships among the variables and to confirm discriminant validity – that is, that 
each measures one, and only-one concept. Discriminant validity is especially important if 
latent variables and constructs are interrelated (Hair et al. 2006). It can be assessed in two 
ways. Firstly, correlations between different constructs can be calculated. High 
correlations (above 0.8) between constructs suggest a potential lack of discriminant 
validity (Kline 1998). Secondly, the average variance extracted for constructs should 
exceed the square of the correlations between the constructs (Kline 1998). 
Discriminant validity can also be established by statistically testing whether a single 
factor CFA model is superior to a two-factor model (Hair et al. 2006)5. 
The following presents the results of the discriminant validity tests among pairs of 
constructs. 
6.3.1. Service Level Agreements Quality (SLA Quality) and Communication 
Quality (CQ) 
As Shown in Figure 6-8, CFA was used to test the relationship between SLA Quality and 
Communication Quality. It was found that the correlation (.62) between SLA Quality and 
Communication Quality was less than .80 and each item loaded on only one factor. 
The AVEs of SLA Quality and Communication Quality were .85 and .90 respectively, 
which were higher than the squared correlation (.38). Thus, both the SLA Quality and 
Communication Quality dimensions exhibited discriminant validity. 
                                               
5
 Although not reported in this chapter, the author did test single vs. two-factor models for all the measures 
discussed here – the resulting Chi Square goodness of fit indicators confirmed the decisions reported.  
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Figure 6-8: Discriminant validity of SLA Quality and Communication Quality 
  
Chi-square 16.5 
df 18 
p .561 
RMSEA .00 
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6.3.2. Service Level Agreements Quality (SLA Quality) and Knowledge 
Sharing (KS) 
The initial output values for the two factors SLA Quality and Knowledge Sharing 
measurement model revealed that the theoretical model did not meet the cut-off value 
requirements regarding GOF indices (Chi-square 33.9, df .19, p .019, RMSEA .08). In 
other words, the model did not fit the data. 
Modification indices suggested that a better fit would occur when the item KS2 ‘We 
share the information we need to ensure services are delivered effectively’ with the factor 
loadings (λ) = .68 was removed. The item is related to sharing knowledge so as to ensure 
the effectiveness of service delivery. After deleting this item the resulting two factors 
model did fit the data (Chi-square/df 1.02, p .43 and RMSEA .01). 
As shown in Figure 6-9, the correlation between SLA Quality and Knowledge Sharing 
(.40) was less than .80. 
 
 
Figure 6-9: Discriminant validity of SLA Quality and Knowledge Sharing model fit 
 
Chi-square 13.2 
df 13 
p .433 
RMSEA .01 
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The AVEs of SLA Quality and Knowledge Sharing were .85 and .71 respectively, which 
were higher than the squared correlation (.16). Thus, both the SLA Quality and 
Knowledge Sharing dimensions exhibited discriminant validity.  
In summary, after this deletion, a two factor model did fit the data. Thus, SLA Quality and 
Knowledge Sharing are distinct constructs. 
6.3.3. Communication Quality (CQ) and Knowledge Sharing (KS) 
As shown in Figure 6-10, a two factor model fitted the data and discriminant validity was 
evidenced by the correlation between Communication Quality and Knowledge Sharing 
(.59). In addition, the AVEs of Communication Quality and Knowledge Sharing were .91 
and .71 respectively, which were higher than the squared correlation (.35). Thus, the 
Communication Quality and Knowledge Sharing dimensions exhibit discriminant 
validity. 
 
 
Figure 6-10: Discriminant validity of Communication Quality and Knowledge Sharing 
 
Chi-square 15.9 
df 13 
p.257 
RMSEA .06 
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6.3.4. Service Level Agreements Quality (SLA Quality) and Technical Service 
Quality (TSQ) 
The initial output for the SLA Quality and Technical Service Quality measurement model 
revealed that the theoretical two factor model did not meet the cut-off value requirements 
regarding GOF indices (Chi-square 48.2, df 26, p .005, RMSEA .078)  
Modification indices suggested that a better fit would occur when two of the items were 
discarded: TSQ2 ‘Our service provider performs the agreed services correctly the first 
time’ and TSQ5 ‘To your knowledge, to what extent has the vendor delivered the services 
that were promised’. After deleting these items, the resulting model did fit the data (Chi-
square/df 1.7, p .05 and RMSEA .07). 
As shown in Figure 6-11, the correlation (.57) between SLA Quality and Technical 
Service Quality was less than .80 and according to the assessment of the dimensions, the 
SLA Quality dimension was tested with the Technical Service Quality dimension to 
confirm that both dimensions are different from each other. 
In addition, the AVEs of SLA Quality and Technical Service Quality were .85 and .81 
respectively, which were higher than the squared correlation (.32). Hence, a two factor 
model fitted the data and both the SLA Quality and Technical Service Quality dimensions 
exhibited discriminant validity. 
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Figure 6-11: Discriminant validity of SLA Quality and Technical Service Quality model fit 
  
6.3.5. Communication Quality (CQ) and Technical Service Quality (TSQ) 
As shown in Figure 6-12, the pairwise CFA between Communication Quality and 
Technical Service Quality did fit the data (Chi-square 11.06, df 13, p .06 and RMSEA 
.00) but the CFA also revealed that the correlation between Communication Quality and 
Technical Service Quality was equal to .80, suggesting further statistical investigation 
was needed to confirm discriminant validity. 
Chi-square 22.3 
df 13 
p .051 
RMSEA .072 
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Figure 6-12: Discriminant validity of Communication Quality and Technical Service 
Quality 
 
However, the comparison of the AVE for the two measures (.80 Technical Service 
Quality and .90 Communication Quality) with the squared correlation (.64) suggested 
these dimensions, while highly correlated, still exhibited discriminant validity and so 
were different from each other.  
6.3.6. Knowledge Sharing (KS) and Technical Service Quality (TSQ) 
The initial output for the pairwise comparison of Knowledge Sharing and Technical 
Service Quality revealed that the theoretical two-factor model did not meet the cut-off 
value requirements regarding GOF indices (Chi-square 28.3, df .8, p .00, RMSEA .13). 
Modification indices suggested that some Knowledge Sharing items were problematic as 
they were loading onto Technical Service Quality as well as onto Knowledge Sharing. In 
Chi-square 11.06 
df 13 
p .60 
RMSEA .00 
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other words, there was no discriminant validity for these Knowledge Sharing measures. 
This was even though, as shown in Figure 6-13, it was found that the overall correlation 
(.49) between Knowledge Sharing and Technical Service Quality was less than .80.  
Given this, before discarding the Knowledge Sharing measure completely, the researcher 
decided to retain the items contributing to the Knowledge Sharing measure in the full 
CFA measurement model (as discussed in Chapter 7). As the results of this analysis will 
show, the Knowledge Sharing measure was eventually discarded as it had no meaningful 
contribution to consequent dependent variables. 
 
Figure 6-13: Discriminant validity of Knowledge Sharing and Technical Service Quality 
(cross-loading). 
  
Chi-square 13.1 
df 7 
p .069 
RMSEA .08 
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6.3.7. Technical Service Quality (TSQ) and Satisfaction  
The earlier single-factor analysis had revealed that Satisfaction was made up of three 
satisfaction items plus a measure of IT competence. However, it turned out that this 
measure did not exhibit discrimination validity as it was correlated with a number of the 
error terms for items making up other measures.  Even though modification indices 
suggested adding in these correlations would lead to a better fitting model, this did not 
make sense in theoretical terms, and was rejected as an option. 
Even using just the satisfaction-related items, this construct still did not exhibit 
discriminant validity as it was highly correlated with Technical Service Quality and with 
Commitment. The modification indices again suggested that the measure of Satisfaction 
was still related to a number of different error terms, suggesting constructs not measured 
in this study were related to outsourcing satisfaction6. 
Satisfaction’s correlation with Technical Service Quality (i.e. the vendor’s performance), 
with r = .94 and with Commitment (the willingness of the client to continue with the 
arrangement), with r = .90, were very high.  The correlations between these factors (Table 
6.11 below) suggests that, at least in this sample, Satisfaction was so tightly interrelated 
with Technical Service Quality, that the construct was indistinguishable from the latter 
construct, even though a single factor incorporating all the items did not statistically fit 
the data (Chi-square 57.4, df 14, p 000, RMSEA .145). 
Table 6.10: Correlation between Satisfaction, Technical Service Quality and Commitment 
Commitment <--> Satisfaction .90 
Technical Service Quality <--> Satisfaction .94 
Technical Service Quality <--> Commitment  .87 
 
Some Satisfaction items did combine successfully into a single factor with Technical 
Service Quality items (Chi-square 10.15, df 5, p .07, RMSEA .08) see Figure 6-14. 
                                               
6
 Later review of the items suggested this was because the satisfaction items were focusing on a different 
unit of analysis – i.e. the relationship between vendor and purchaser, rather than the particular outsourcing 
arrangement,. This is discussed in Chapter 9.  
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Figure 6-14: Technical Service Quality Satisfaction single factor measurement model fit 
 
Having a Chi-square/df value of 2.03 and a p-value of .07 indicates that the model in 
Figure 6-14 fit the data well. Additionally, all the factor loadings were high, ranging from 
0.85 to 0.93; they were all significant at p < 0.001 level, suggesting convergent validity. 
The squared loadings were all greater than 0.50, indicating the reliability of the items. 
Finally, the acceptable level of the fit indices confirmed that the specified factor model of 
this construct possessed unidimensionality. 
However the later full CFA revealed that the Satisfaction items ‘Outsourcing IT to this 
vendor has enhanced our organization’s IT competence’ and ‘Our firm is satisfied with 
the performance of this vendor’ were highly correlated with several error terms; in other 
words, with other things not measured in this study. For that reason, it was decided that 
the Satisfaction measure should be deleted for the full CFA, to enable the measurement 
model to statistically fit the data (later show in Figure 6-16).  
 
Chi-square 10.15 
df 5 
p .07 
RMSEA .08 
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6.3.8. Trust (TR) and Commitment (CT) 
A similar situation occurred between Trust and Commitment, where the correlation 
between the latent constructs was .93. Given the high correlation between Commitment 
and Trust, tests of these items combined into a single factor were carried out. Exploratory 
Factor Analysis suggested that these were indeed a single factor, with a Cronbach’s alpha 
of .97. However, alpha is inaccurate if the construct is not unidimensional (Kline 1998), 
and CFA revealed that a single factor did not statistically fit the data (Chi-square 123.2, 
df 19, p .00, RMSEA .199).   
To arrive at a single factor model (as shown in Figure 6.15 below) that did fit the data 
(Chi- square 4.2, df 4, p .379, RMSEA .019), later analysis revealed the remaining single 
trust item ‘We feel safe conducting business with this vendor’ had to be deleted with the 
full CFA model to enable that model to fit the data (shown in Figure 6-16).  In other 
words, none of the trust items were exhibiting convergent and discriminant validity in this 
data set7.  
                                               
7
 Again, this may be because trust is related to the larger vendor-client relationship, which may have many 
different outsourcing arrangement – a unit of analysis issue. 
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Figure 6-15: Commitment/Trust single factor measurement model fit 
 
Having a Chi-square/df value of 1.05 and a p-value of .379 indicates that this model fits 
well. Additionally, all the factor loadings were high, ranging from 0.88 to 0.97; they were 
all significant at p < 0.001 level, suggesting convergent validity. The squared loadings 
were all greater than 0.50, indicating the reliability of the items. Finally, the acceptable 
level of the fit indices confirmed that the specified factor model of this construct 
possessed unidimensionality.  
However, as will be discussed in Section 6.6, as a result of the later full CFA modelling 
several of the items in Figures 6-14 and 6-15 had to be deleted. 
6.4. Problems Encountered with Satisfaction and Trust 
In the case of both Satisfaction and Trust, the modification indices suggested that 
unmeasured variation (or error) was associated with the factors.  The full CFA which 
included Satisfaction items could not be made to fit the data (Chi-square 151.2, df 109, p 
.005).  Similarly the full CFA model incorporating both Commitment and Trust items 
could not be made to fit the data unless all trust items were deleted.  
Chi-square 4.2 
df 4 
p .379 
RMSEA .019 
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Given the lack of discriminant validity exhibited by the items measuring these constructs 
(Satisfaction, Trust), the constructs were deleted from the later structural analysis. 
Possible reasons for this situation are discussed in Chapter 9.  However, it should be 
noted that in this particular data set, the measures of Satisfaction and Technical Service 
Quality were very highly correlated (with 88% variance shared between the constructs), 
as were Commitment and Trust (with 86% of variance shared), as illustrated in Table 6.11 
below. 
Table 6.11: Variance shared between overlapping constructs 
Constructs Proportion of variance shared between the 
constructs 
Satisfaction <--> Technical Service 
Quality 
88% 
Trust <--> Commitment 86% 
 
6.5. Stage 3: The Full Measurement Model (Dimension Validity) 
The sections above have discussed each construct separately and have delineated the 
single factor measurement modellings. They have also reported paired tests of 
discriminant validity between constructs (i.e. factors). These models constitute the input 
into the full measurement model presented in this section. Figure 6-16 represents the 
modified measurement model that was used to determine the reliability of the constructs 
along with their indicators. 
The initial output for the full CFA model revealed that the overall theoretical 
measurement model did not fit the data (Chi-square 204.970, df 127, p .000, RMSEA 
.066). Modification indices suggested that the item contributing to the poor CFA fit was 
‘The relationship between our firm and our vendor is strong’. After deleting this item, the 
resulting full CFA model did fit the data (Chi-square/df 1.08, p .29 and RMSEA .02). The 
modified full CFA is shown in Figure 6-16 and Table 6.12. 
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Figure 6-16: The full measurement model after modifications 
 
 
Chi-square 76.8 
df 71 
p .299 
RMSEA .024 
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Table 6.12: The measurement model indices after rectifying 
Model Fit Index Value Criteria 
Chi-square/df 1.08 <3 
p-value 0.29 >.05 
GFI 0.93 ≥.95 
CFI 0.99 ≥.95 
TLI 0.99 ≥.95 
RMR 0.08 <.06 
RMSEA 0.02 <.06 
 
Having a Chi-square/df value of 1.08 and a p-value of .299 indicates that this model fits 
the data well. Additionally, all the factor loadings were relatively high, ranging from 0.89 
to 0.97; they were all significant at p < 0.001 level, suggesting convergent validity. The 
squared loadings values were all greater than 0.50, indicating the reliability of the 
variables. Finally, the acceptable level of the fit indices confirmed that the measurement 
model did fit the data.  
Standardised Residuals 
Hair et al. (2006) suggest that the reliability of an instrument is also indicated by the 
standardised residuals. These authors suggested that standardised residuals for the 
measurement model less than 2.5 are acceptable, while residuals between 2.5 and 4.0 
require some attention. Any residuals exceeding 4.0 suggest that an item should be 
discarded. 
Table 6.13 shows that all standardised residuals for the full CFA model shown in Figure 
6-16 were less than 2.58 (Schermelleh-Engel et al. 2003). This reveals that the mean of 
standard errors in the sample data show a statistically small discrepancy from the mean of 
standard errors in the population, indicating that measurement model replicates the 
sample data and suggests that the statistical values are estimated accurately (Hair et al. 
2006). In other words, the discrepancy between the theorised CFA model and the data in 
this sample is statistically small (at the .05 level of significance). 
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Table 6.13: Standardized Residual Covariances 
 
TSQ4 TSQ3 TSQ1 CQ5 CQ4 CQ3 CQ2 SLA6 SLA3 SLA2 SLA1 CT23 CT22 CT21 
TSQ4 0 
             
TSQ3 -0.07 0 
            
TSQ1 -0.14 0.16 0 
           
CQ5 0.28 -0.14 -0.09 0 
          
CQ4 0.43 -0.17 -0.28 0.02 0 
         
CQ3 0.13 -0.10 -0.16 -0.01 0.02 0 
        
CQ2 0.28 0.00 0.16 -0.02 -0.02 0.03 0 
       
SLA6 0.86 0.2 0.16 0.33 -0.13 0.19 -0.02 0 
      
SLA3 0.45 -0.58 -0.57 0.08 -0.38 -0.19 -0.01 0.17 0 
     
SLA2 0.68 -0.45 -0.31 0.16 -0.34 0.11 -0.24 -0.12 0.02 0 
    
SLA1 0.84 -0.22 -0.36 0.09 -0.19 -0.05 -0.25 0.00 -0.22 0.13 0 
   
CT23 0.01 0.18 -0.09 -0.31 -0.33 -0.60 -0.08 -0.19 -1.12 -0.49 -0.46 0 
  
CT22 0.22 0.07 -0.01 0.31 0.14 0.07 0.46 0.18 -0.37 0.24 0.05 -0.04 0 
 
CT21 0.19 -0.16 -0.16 0.16 -0.11 -0.17 0.07 0.36 -0.37 0.25 0.25 0.04 -0.01 0 
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The measures of reliability (Cronbach’s alpha) and means and standard deviations (on a 
scale of 1 to 8) for the measures resulting from this analysis are shown in Tables 6.14 and 
6.15. Table 6.15 highlights that as a group, the respondents were generally positive about 
their outsourcing arrangement (with means greater than 4 on an 8 point scale).  
Table 6.14: Cronbach‘s alphas for the purified measures used in the study 
Construct’s Measurement Scale Number of Items Cronbach’s Alpha (α) 
Service Level Agreements Quality (SLA Quality) 4 0.95 
Communication quality (CQ) 4 0.97 
Technical Service Quality 3 0.93 
Commitment (CT) 3 0.95 
ITIL (ITIL) – dichotomous variable 1 n/a 
Cost savings from outsourcing (COST SAVING) 1 n/a 
 
Table 6.15: Means and Standard deviations for purified measures 
Construct’s N Mean Std. Deviation 
SLA Quality 140 5.67 1.62 
Communication Quality 140 5.96 1.52 
Technical Service Quality 140 5.26 1.72 
Commitment 140 5.83 1.72 
Cost Savings 140 4.77 1.92 
 
The Full Measurement Model with Knowledge Sharing (KS) 
As seen in the sections testing discriminant validity, there was a psychometric problem in 
the relationship between Knowledge Sharing and Technical Service Quality constructs 
because one item cross-loaded. The researcher decided to add Knowledge Sharing in the 
final measurement model and test if this would exhibit unidimensionality or not. Figure 
6-17 shows the full measurement model after adding Knowledge Sharing. 
The initial output for the measurement model revealed that the model did not meet the 
cut-off value requirements regarding GOF indices: (Chi-square 139.2, df .109, p .027, 
RMSEA .045). 
Modification indices suggested that a better fit would occur when the error terms for 
items c2 and k3, and c22 and k4 were respectively covaried. Figure 6-17 shows the full 
model with Knowledge Sharing included which revealed that it was a good fit with (Chi-
square 111.8, df .106, p .331, RMSEA .020).  
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However, although the results represent a good model fit, to get this level of fit error 
terms shared across constructs needed to be covaried in addition to the cross-loading 
Knowledge Sharing item discussed earlier. This did not have strong theoretical 
justification, and instead suggested the items were, despite their use in earlier studies, 
poor measures. Given the resulting complexity, the Knowledge Sharing construct did not 
exhibit the level of unidimensionality needed to give unequivocal information in the later 
structural modelling (Chapter 7).  
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Figure 6-17: The full measurement model with Knowledge Sharing included 
Chi-square 111.8 
df 106 
p .33 
RMSEA .02 
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6.6. Cost Savings 
When measures were developed for this survey it was expected that the item measuring 
cost savings ‘we have achieved substantial cost saving from this outsourcing 
arrangement’ would be related to other measures of economic benefits. However, the 
CFA had revealed that these items did not go together – possibly because when the items 
were developed in earlier studies, the unit of analysis for benefit measures was the overall 
strategy of outsourcing, whereas this study focussed on a particular outsourcing 
arrangement.   
Given that cost savings is a primary benefit sought from outsourcing  (Lacity & 
Willcocks 2000) it was not thought appropriate to exclude this concept completely from 
the analysis,  So although a single item is less desirable, it was decided that using the 
‘cost savings’ item would be important in the structural model.  As is shown below (see 
Table 6.16), this item is correlated with several of the other the key variables:  
Table 6.16: Correlation of Cost Savings with other variables 
Correlations with Cost Savings 
 Cost 
Savings 
SLA 
Quality 
Communication  
Quality 
Knowledge 
Sharing 
Technical 
Service 
Quality 
Commitment ITIL-
usage 
Cost 
Savings 
1 .38** .33** .24** .54** .51** 0.03 ns 
**. Correlation is significant at the 0.01 level (2-tailed). 
 
6.7. Revised Theoretical Model 
On the basis of the analysis reported in this chapter, a number of changes had to be made 
to the theoretical model originally conceived.  These have been summarised in Figure 6-
18, which reports the revised theory, taking into account the findings from the 
measurement model analysis. This analysis led to the discarding of some concepts that 
had not been adequately measured by items selected from the prior literature.   
The theoretical model based on the literature proposed that Knowledge Sharing positively 
influences Technical Service Quality. It also proposed that there is a predictive 
relationship from Technical Service Quality, to Benefits and to Satisfaction. The original 
theoretical model also predicted that the level of trust and commitment for organisations 
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are influenced by a high satisfaction level. However, the findings of the measurement 
model analysis showed that there is no statistical difference between Knowledge Sharing 
and Technical Service Quality.  
Due to the psychometric measurement problems of the Benefits, Satisfaction and Trust 
constructs, a number of relationships have been “collapsed” as shown in Figure 6.18. The 
revised theoretical model predicts there will be a positive relationship between Technical 
Service Quality and Commitment. It also predicts that Technical Service Quality will 
impact on Cost Savings. Finally, it predicts that Cost Savings will positively affect 
Commitment.   
 
 
  
ITIL-
usage  
SLA 
Quality 
Communication 
Quality 
Technical 
Service Quality 
Commitment 
 
 
 
 
 
Cost Savings 
  
 
Figure 6-18: Revised research model 
 167 
 
Table 6.17: Items used for analysis 
 
Construct Items Abbreviation 
Service Level Agreement  
Quality (SLA Quality) 
The wording of SLAs is clear and concise Clear and concise 
Our firm’s SLAs clearly explain the roles and 
responsibilities of both parties. 
Clearly explained 
 roles and 
responsibilities 
In the case of changes, our firm’s SLAs clearly 
explain the roles and responsibilities of both 
parties. 
When changes occurred, 
clearly explained roles 
and responsibilities 
Overall, we have clear and comprehensive 
SLAs with this vendor. 
Clear and 
comprehensive 
Communication Quality Communication between our firm and our 
vendor is generally accurate 
Accurate 
 
Communication between our firm and our 
vendor is generally complete 
 
Complete 
Communication between us and our vendor is 
generally clear. 
Clear 
Overall, communications between our firm and 
our vendor are generally effective. 
Effective 
Technical Service Quality When our vendor promises to do something by 
a certain time, it does so. 
Vendor do promises 
The overall quality of service provided by this 
vendor has been excellent 
Excellent service quality 
by vendor 
As a result of this arrangement, the quality of 
service delivery has increased 
Service quality has 
increased 
Commitment (CT) The relationship with this vendor is something 
we are both committed to. 
Committed to 
relationship 
We feel involved with our vendor Feel involved 
We and our vendor are willing to continue the 
relationship 
Continue the relationship 
ITIL (ITIL) – dichotomous 
variable 
Yes/No  ITIL-usage 
Cost savings from 
outsourcing (COST 
SAVING) 
We have achieved substantial cost saving from 
this outsourcing arrangement. 
Cost Savings 
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6.8. Chapter Summary 
This chapter has reported confirmatory factor analysis (both for single factors, and the 
full CFA) for the measures used in this study. This analysis was needed because a 
theoretical model has no value in testing hypotheses if the measures involved do not 
exhibit convergent, discriminant validity, and reliability (Byrne 2010, Hair et al. 2006, 
Kline 1998).  
As a result of this chapter’s analysis most constructs were confirmed as having good 
psychometric properties, including: SLA Quality, Communication Quality, Technical 
Service Quality (a term used here to describe vendor performance) and Commitment.   
The Outsourcing Benefits, Knowledge Sharing, Satisfaction and Trust concepts, on the 
other hand, did not exhibit discriminant validity, and all covaried with variation that was 
not measured in the study (i.e. with error terms).  So, for this study these constructs had to 
be deleted from the theoretical model tested. In two cases (Satisfaction; Trust), the 
discarded constructs overlapped to a great extent other constructs that were included in 
the model: 
Satisfaction and Technical Service Quality -   shared variance 88% 
Commitment and Trust   - shared variance 86% 
The measure of Economic Benefits had been expected to correlate with the measure of 
Cost Savings, but it was not possible to arrive at a psychometrically sound measure of 
Economic Benefits. As a result, the single item measure of Cost Savings needed to be 
used instead for this concept, which is a core idea in the outsourcing literature (Lacity & 
Willcocks 2012).  
As a result of these changes, the theoretical model was simplified, as shown in Figure 6-
18. This theoretical model is analysed in the following chapter. That chapter (Chapter 7) 
discusses the statistical testing (using SEM) of the model shown in Figure 6-18. Then the 
chapter considers which of the hypotheses implied by the model in Figure 6-18 were 
supported. 
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Chapter 7 : Statistical Testing of Theory 
In the last chapter the psychometric properties of the variables used in this research were 
investigated. As a result of this investigation, changes were made to the theoretical model 
to be tested. In this chapter, the revised theory (shown in Figure 6-18) is tested using 
MANOVA and SEM. As presented in Table 7.1, the chapter starts with Section 7.1, 
which provides a MANOVA test to compare ITIL with non-ITIL groups in relation to the 
vector of dependent variables, supported by comparison of mean scores for the two 
groups. This is followed by Section 7.2, which discusses the full structural equation 
modelling (SEM). Then, Section 7.3 discusses the standardised direct and indirect effects 
revealed by this modelling. Section 7.4 discusses the final model and hypothesis testing. 
The chapter is finally summarised in Section 7.5. 
Table 7.1: Organisation of the thesis – Chapter Seven 
Chapter 1 Introduction 
Chapter 2 Literature Review 
Chapter 3 Developing the Theoretical Model 
Chapter 4 Research Methodology 
Chapter 5 Descriptive Analysis 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory 
7.1 MANOVA 
7.2 Structural Equation Modelling (SEM) 
7.3 Results from the SEM 
7.4 Standardised Direct and Indirect Effects 
7.5 The Final Model and Hypotheses Testing 
7.6 Chapter Summary 
Chapter 8 Supplementary Focus Group 
Chapter 9 Discussion and Conclusion 
 
7.1. Testing effects of ITIL usage 
A key question for this research is whether ITIL-usage has an effect on the dependent 
variables, particularly SLA Quality, Knowledge Sharing and Communication Quality – 
those areas specifically targeted by ITIL. The following hypotheses related to this 
question: 
H1  ITIL-usage will affect DVs 
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H0  There will be no difference for those using ITIL 
There were not enough members of the ITIL and non-ITIL sub-groups to be confident 
statistically of the outcomes of a group comparison using AMOS, as SEM needs 
approximately 120 subjects in each sub-group for reliable outcomes (Kline 1998). 
Instead, a MANOVA was carried out (using SPSS v20) in which firms using ITIL were 
compared with those not using ITIL in relation to the vector of dependent variables (i.e. 
SLA Quality, Communication Quality, Knowledge Sharing, Technical Service Quality, 
Cost Savings and Commitment). 
The MANOVA reported there was a statistical difference between the ITIL and non-ITIL 
groups on the dependent variables as a whole (p <.001).  However, when the ‘between 
subjects effects’ was considered in detail, it was clear that the only dependent variable 
affected by ITIL use was SLA Quality (F = 7.989, 1 df, p = .005).  
This effect was weak one, as ITIL membership accounted for only 4.8% of the variation 
in SLA Quality.  A similar result was obtained when a regression was carried out in which 
ITIL membership predicted the various dependent variables.  The advantage of using 
MANOVA is that the analysis corrects for multiple comparisons using the Bonferroni 
correction to avoid a spurious statistical outcome (Hair et al. 2006).  However, the two 
analyses produced the same findings.  
The researcher also conducted a single regression predicting the DVs from ITIL 
membership. In this single regression, the standardized path between ITIL membership 
and Service Level Agreement Quality was .24.  This is the same result obtained by 
including this variable in the SEM analysis reported later in this chapter.  
Table 7.2 shows the T-Test comparison between means for the ITIL group and non ITIL 
group. Of the 140 respondent, 83 had ITIL in place. The T-Test, too, revealed that only 
for SLA Quality was there any statistical difference (at p= .05, corrected to .01 using 
Bonferroni correction) between those using ITIL and those not using. For SLA Quality 
those firms using ITIL reported a higher average measure of SLA Quality than those who 
did not use ITIL. 
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While Table 7.2 provides essentially the same statistical information as the MANOVA 
(which also employs the Bonferroni correction) it gives more practical information than 
the F-statistic produced by MANOVA. 
Table 7.2: T-Test comparing means for ITIL and non ITIL groups 
Construct ITIL group (n=83) Non ITIL group (n=57) 
SLA Quality 5.99* 5.22* 
Communication Quality 5.99 5.92 
Technical Service Quality 5.30 5.22 
Commitment 5.90 5.74 
Cost Savings 4.82 4.72 
(*) Only SLA Quality had a difference in means that was statistically significant at p= .05 
(corrected).  
 
In sum, H1 was partially supported by the MANOVA (and T-Test) analysis, because 
there was a statistically significant relationship between ITL-usage and Service Level 
Agreement Quality. However the overall effect of this variable was small. 
To find out more about why this was the case (as it conflicts with theory) the relationship 
between the dependent variables was tested using SEM structural (i.e. path) modelling, 
discussed in the next section.  
7.2. Structural Equation Modelling (SEM) 
In Chapter 6, the assessment of the validity and unidimensionality of the full CFA 
measurement model was carried out. In this section, the structural model resulting from 
that analysis is assessed using SEM in order to test the relationships among constructs 
embodied in the model in Figure 6-18.  
By replacing all co-variances (double-headed arrows) with regression paths (single-
headed arrows), the researcher was able to test the hypothesised relationships between the 
constructs. As presented in Figure 6-18 (repeated in this Chapter for convenience), the 
model specified ITIL-usage as exogenous, the remaining constructs are endogenous (i.e. 
SLA Quality, Communication Quality, Technical Service Quality, Cost Savings and 
Commitment). Commitment is the final dependent variable, while SLA Quality, 
Communication Quality, Technical Service Quality, and Cost Savings are endogenous 
intervening variables that test how ITIL affects the dependent variables. See Figure 7-1. 
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7.3. Results from the Structural Model Assessment  
SEM analysis (using AMOS v20) revealed that the model was a good fit for the data, 
with Chi-square 121.7, df 98, p .052, RMSEA .04, as shown in Table 7.3. However, 
according to the structural analysis, three out of the six path coefficients (hypotheses) 
were statistically insignificant, namely ITIL-usage  Communication Quality, SLA  
Technical Service Quality and Cost Savings  Commitment. 
Table 7.3: The structural model (Model A) indices 
Model Fit Index Value Criteria 
Chi-square/df 1.2 <3 
p-value 0.052 >.05 
GFI 0.90 ≥.95 
CFI .99 ≥.95 
TLI 0.98 ≥.95 
RMR 0.10 <.06 
RMSEA 0.42 <.06 
 
Focusing on the final model’s results (Table 7.3 and Figure 7-2), some of the standardised 
path coefficients (β) were highly significant, ranging from 0.55 to .88. The results 
showed that ITIL-usage had a positive impact on the SLA Quality construct (β = 0.24, p < 
0.01), accounting for 6% of its variance (R² = 0.06). However, the regression path from 
the ITIL-usage construct to Communication Quality was statistically no different from 
zero (β = 0.04, n.s.). Furthermore, the SLA Quality construct had a small standardised 
effect on Technical Service Quality (β = 0.15, p < 0.05). The Communication Quality 
ITIL-
usage   
SLA Quality 
Communication 
Quality 
Technical 
Service Quality 
Commitment 
Cost Savings  
ns 
ns 
ns 
Figure 7-1: Revised research model (for covariance) 
 173 
 
construct had a large standardised effect on Technical Service Quality construct (β = .72, 
p < 0.001), accounting for 67% of its variance (R² = .67). Also, Technical Service Quality 
was found to positively affect Cost Saving (β = 0.55, p < 0.001). However, the regression 
path from Cost Savings to Commitment was statistically no different from zero (β = 0.05, 
n.s.). Lastly, the Technical Service Quality construct strongly and positively influenced 
the Commitment construct (β = .88, p < 0.001), accounting for 78% of its variance (R² = 
.78).     
Figure 7-2 illustrates these results visually. For simplicity the factor loadings are not 
included in this diagram, though they were those emerging from the analysis in Chapter 
6.  
 
 
 
Figure 7-2: The structural model of successful IT outsourcing relationship (standardised 
coefficients) 
 
As recommended by Kline (2011), another plausible model was also tested using SEM.  
This structural model (Model B) included a path predicting Technical Service Quality 
from Knowledge Sharing, as suggested by theory. Model B was a less parsimonious 
model that still had plausibility. 
Chi-square 121.7 
df 98 
p .052 
RMSEA .04 
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Figure 7-3: The structural model of successful IT outsourcing relationship (standardized 
coefficients) with Knowledge Sharing included (Model B) 
 
For Model B (see Figure 7-3), the results of the structural model revealed that the model 
was not a good fit for the data, with Chi-square 153.6, df 125, p .04, RMSEA .04. Also, 
the path between Knowledge Sharing and Technical Service Quality was statistically no 
different from zero.  
Therefore, the more parsimonious model for this research is represented by that shown in 
Figure 7-2, with ITIL-usage as an exogenous (independent) construct, and with SLA 
Quality and Communication Quality, Technical Service Quality, Cost Savings and 
Commitment as endogenous (dependent) constructs (Model A).  
7.4. Standardised Direct and Indirect Effects 
The standardised direct effects (β) of the predictors are shown in Figure 7-2. However, 
earlier variables (ITIL-usage, SLA Quality and Communication Quality) had both direct 
effects and indirect effects, through their influence on intervening variables, on the final 
DV – Commitment. Table 7.4 summarises the indirect + direct effects exerted by these 
Chi-square 153.6 
df 125 
p .04 
RMSEA .04 
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predictors. This table highlights that the most important predictors of intention to remain 
with the outsourcing arrangement (i.e. Commitment) is Technical Service Quality. This 
accounts for 77% of the variance in this dependent variable.  In turn, the most important 
predictor of Technical Service Quality is Communication Quality, which accounts for 
52% of the variance of that variable. 
ITIL-usage had a statistically significant direct standardised effect on only SLA Quality – 
where the standardized effect (β) was .24. ITIL- usage had an indirect effect, via SLA 
Quality, on Technical Service Quality of .05, but its indirect effect on Cost Savings and 
Commitment were very low (.03 and .05 respectively). The net contribution of ITIL 
membership to the variance of Commitment was less than 1 per cent. 
In contrast, Communication Quality (on which ITIL-usage had no statistical effect) had 
an indirect standardised effect, via Technical Service Quality and Cost Savings, of .64 on 
Commitment, accounting indirectly, for 40% of the total variance in Commitment – so 
Communication Quality via its effect on Technical Service Quality and Cost Savings 
accounted for approximately half the variance in Commitment that was accounted for by 
the whole model shown in Figure 7-4.  
The most important predictor of variance in Commitment was Technical Service Quality, 
which accounted for 77% of that measure’s variance, whereas Cost Savings added no 
additional variance as the path between Cost Savings and Commitment was statistically 
no different from zero.  
Table 7.4: Standardised Direct plus Indirect Effects 
Predictor Standardised total 
(indirect+direct) effects on 
Commitment 
% of Commitment’s 
variance accounted for by 
predictor 
ITIL-usage .05 < 1% 
SLA Quality (via effects on 
Technical Service Quality and 
Cost Savings) 
.13 Approx. 1.7% 
Communication Quality  (via 
effect on Technical Service 
Quality) 
. 63 40% 
Technical Service Quality  .88* 77% 
* Since the effect from Cost Savings to Commitment was statistically no different to zero, this is 
equal to the direct effect from Technical Service Quality to Commitment 
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7.5. The final model and results from hypotheses testing 
 
 
In this thesis, the researcher followed Cohen’s (1988) effect size criteria of .10 for small 
effect, .30 for medium effect and .50 for large effect. Table 7.5 summarises the key 
hypotheses embodied in Figure 7-2, with details of whether they were/were not 
supported. 
  
ITIL-
usage  
SLA Quality 
Communication 
Quality 
Technical 
Service 
Quality 
Commitment 
.24*
* 
.88*** 
.02n.s 
.15 * 
.72 *** 
Cost 
Savings 
.55***  
.05n.s 
Figure 7-4: The final research model and hypotheses 
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Table 7.5: Supported/non-supported hypotheses 
Hypotheses Supported Not 
Supported 
Note 
H1a: ITIL-usage will positively influence 
SLAs Quality 
 
 Small effect size 
H1b: SLAs Quality will positively influence 
Technical Service Quality 
 
 Small effect size 
H2a: ITIL-usage will positively influence 
communication quality 
 
 n/s 
H2b: Communication Quality will 
positively influence Technical Service 
Quality. 
 
 Large effect size 
H3: Technical Service Quality will 
positively influence Benefits (economic, 
strategic and technological) 
  Not tested due to poor 
measurement 
properties of Benefits 
H4: Benefits will positively influence 
Satisfaction 
  Not tested due to poor 
measurement 
properties of Benefits 
H5: Technical Service Quality will 
positively influence Commitment 
 
 
 Large effect size 
The hypothesis was 
revised as a result of 
measurement analysis 
(Section 6.4.7 and 6.5) 
H6: Cost Savings will positively influence 
Commitment 
 
 n/s 
H7: Technical Service Quality will 
positively influence Cost Savings 
 
 Large effect size 
7.6. Chapter Summary 
In this chapter a number of hypotheses were tested. The first test was whether ITIL usage 
has an effect on any of the dependent variables.  A MANOVA revealed that the only 
variable affected by ITIL-usage was Service Level Agreement Quality, which was higher 
in those firms using ITIL.  To shed light on the reasons for this finding, and the 
relationship between dependent variables, a structural (or full) SEM analysis was carried 
out. 
In Chapter 6, the theoretical model presented at the start of this thesis had been amended, 
to take into account findings arrived at during the analysis of the measurement model. In 
this chapter, following the MANOVA, the structural (i.e. path) analysis enabled by SEM 
was investigated.  The SEM model shown in Figure 7-2 (Model A) proved a plausible fit 
for the data. However, SEM can only identify if a model plausibly fits the data – there 
may be other alternatives that equally do so (Kline 2011). For that reason a variation on 
this model suggested by the literature was also tested and compared with the model in 
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Figure 7-2. In this second model (Model B) Technical Service Quality was also predicted 
by Knowledge Sharing.  The analysis revealed that while Model A did statistically fit the 
data, Model B did not.  
As part of the SEM modelling above, several key hypotheses were tested. Of these, the 
following were supported by the data: 
• H1a: ITIL-usage will positively influence the quality of SLA practices 
• H1b: The quality of SLA practices will positively influence Technical Service 
Quality 
• H2b: Communication quality will positively influence technical service 
quality. 
• H5: Technical Service Quality will positively influence Commitment 
• H7: Technical Service Quality will positively influence Cost Savings 
A number of other hypotheses that had been suggested by the literature were not, 
however, supported by the SEM analysis.  These included: 
• H2a: ITIL-usage will positively influence communication quality  
• H6: Cost Savings will positively influence Commitment 
Two of the original hypotheses (H3 and H4) could not be tested as a result of the poor 
measurement properties revealed by the CFA measurement analysis. 
The next chapter (Chapter 8) will discuss the meaning of these findings, and will contrast 
the results between the preliminary focus group and quantitative findings. Given that 
these contradicted, the researcher conducted another focus group with seven IT service 
managers. The supplementary focus group discussion is presented in Chapter 8. 
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Chapter 8 : Supplementary Focus group 
8.1.     Introduction  
The previous Chapters (5, 6, and 7) have presented an analysis using Structural Equation 
Modelling of data collected in a survey of IT managers. The results of that analysis show 
some degree of certainty and agreement with the existing research literature. However, 
there are some differences. The researcher decided that it was appropriate to go back to a 
group of experts, IT Managers, and test the conclusions of that analysis. A focus group 
was established and the results tested (see Chapter 4, Section 4.5.4). This chapter reports 
on the outcomes of that focus group interview. This focus group helped to flesh out the 
reasons for some of the qualitative (i.e. first focus group) and also the quantitative 
findings. The chapter describes the methods used and the key themes that emerged. The 
chapter presents the main findings based on the analysis of the themes. As shown in 
Table 8.1, the chapter starts with Section 8.2, which presents a summary of the themes 
from the previous findings of this study. This is followed by Section 8.3, which provides 
the data gathering process. Section 8.4 discusses the data analysis. Then, Section 8.5 
discusses the main findings of the supplementary focus group. Section 8.6 discusses the 
relationship between ITIL and IT outsourcing from the ITIL users perspective. The 
chapter is finally summarised in Section 8.7. 
Table 8.1: Organisation of the thesis – Chapter Eight 
Chapter 1 Introduction 
Chapter 2 Literature Review 
Chapter 3 Developing the Theoretical Model 
Chapter 4 Research Methodology 
Chapter 5 Descriptive Analysis 
Chapter 6 Measurement scale analysis and model assessment 
Chapter 7 Statistical Testing of Theory 
Chapter 8 Supplementary Focus Group 
8.1 Introduction 
8.2 Summary of Themes From the Previous Findings of this Study  
8.3 Data Gathering  
8.4 Data Analysis 
8.5 Focus Group Findings 
8.6 ITIL users perspective for the ITIL and IT outsourcing 
8.7 Chapter Summary 
Chapter 9 Discussion and Conclusion 
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8.2.     Summary of the Six Themes from the ITIL Impact on IT 
outsourcing Relationship Analysis 
Six clear themes emerged from the analysis of the first focus group (Chapter 3) and the 
SEM analysis (Chapter 7) as outlined below: 
Knowledge Sharing (KS) 
Informants of the preliminary focus group suggested that knowledge sharing affected 
communication quality and it was important to outsourcing success. The analysis of the 
preliminary focus group suggested that knowledge sharing, a mechanism tool within ITIL 
was a vital influence on the IT outsourcing relationship quality. Informants suggested that 
ITIL, provides several tools in order to manage knowledge. These tools encompass 
document management, records management and content management. The results of 
survey analysis suggested that knowledge sharing did not influence by ITIL. The results 
also showed that knowledge sharing had no influence on vendor performance in 
managing the IT outsourcing relationship. The preliminary focus group and survey 
showed differences in results associated with knowledge sharing. Hence, the researcher 
identified these differences for discussion in this supplementary focus group. 
Communication Quality (CQ) 
Participants from the preliminary focus group suggested that the mechanism of 
communication quality via ITIL had a positive impact on the IT outsourcing relationship 
success. The analysis of the first focus group indicated that service reporting standard 
within ITIL was critical, as it assisted both parties in terms of performance evaluation 
(i.e. technical service quality). Participants also suggested that service reporting was a 
key tool to minimise problems in the IT outsourcing relationship. Participants emphasised 
the value of the RACI model incorporated into ITIL as it played a key role to enhance the 
communication quality between vendors and customers.  The survey results indicated that 
communication quality was not influenced by ITIL. The survey results also suggested 
that communication quality significantly influenced technical service quality. The 
findings from the first focus group and SEM showed some differences and similarities. 
Thus, these were added for discussion in the supplementary focus group. 
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Cost Saving 
The literature shows that most organisations outsource their IT primarily in order to gain 
cost reduction (Lacity et al. 2009, Lacity & Willcocks 2012). The survey results indicated 
that, although the majority of survey respondents (60%) saw cost savings as an important 
element of outsourcing, these results showed that participants did not think that they 
achieved substantial cost saving from their outsourcing arrangements when using ITIL.  
The results also suggested that cost saving was not influenced by ITIL. The issue of cost 
saving was not part of the discussion preliminary focus group. Therefore, the researcher 
added these contradictions between the findings from literature and survey for 
discussions with participants from the supplementary focus group. 
Technical Service Quality (TSQ) 
Participants in the preliminary focus group emphasised that it was through improving 
performance that adoption of ITIL led to a better IT outsourcing relationship. The survey 
results showed that technical service quality was not significantly influenced by ITIL. 
The survey results also indicated that technical service quality positively influenced the 
attitudes of both customer and vendor to continue the relationship. There were some 
similarities among the findings from the preliminary focus group and the survey. Hence, 
the researcher decided to look at these similarities and discuss them further with 
informants from the supplementary focus group. 
Customer Satisfaction and Commitment 
Informants in the preliminary focus group suggested that the adoption of ITIL had a 
positive impact on the IT outsourcing relationship through its impact on customer 
satisfaction. However, the survey analysis did not address this relationship because there 
were psychometric measurement problems with the satisfaction construct. Hence, this 
theme was added for further discussion in the supplementary focus group. 
 The Relationship between ITIL and IT outsourcing 
The analysis of the preliminary focus group indicated that ITIL’s main impact on IT 
outsourcing relationship quality was via service level agreement practices (SLAs), and 
via mechanisms that are designed to improve communication quality and knowledge 
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sharing. The results also showed that the adoption of ITIL led to a better outsourcing 
relationship through its impact on improving performance and customer satisfaction. The 
survey findings showed that only SLA Quality was affected by ITIL-usage. The results of 
the first focus group and SEM showed some similarities and contradictions. Therefore, 
these were taken into the researcher’s consideration in the supplementary focus group.  
Considering the differences that emerged, it was decided to re-test these conclusions. This 
then was the intent of the second focus group. 
8.3.     Data Gathering 
The process of conducting this focus group was similar to the way that the previous focus 
group was conducted. However, the purpose was different. The key purpose of this focus 
group was to test the conclusions and verify both the first set of interviews and the results 
of the Structural Equation Modelling analysis. 
The Focus Group Moderator first contacted IT service managers who were already 
known to the School of Business IT and Logistics at RMIT University. Seven people 
agreed to participate in this research, which met the Myers’s (2009) suggestion in terms 
of conducting a small focus group. All participants have experience in IT outsourcing and 
use ITIL in place .Table 8.2 summarises the details of informants interviewed in the focus 
group.  
Table 8.2: Details of interview informants of the focus group 
No Code Job 
1 FGP1 Deputy Director, ICT Service Management 
2 FGP2 Deputy Director Client Computing 
3 FGP3 Senior Manager, Service Assurance 
4 FGP4 Senior Manager, ICT Service Improvement 
5 FGP5 Senior Manager, Development 
6 FGP6 Consultant 
7 FGP7 Senior Manager, Infrastructure Support 
 
The Focus Group Moderator determined the time and location that suited all participants. 
Furthermore, to validate the research findings, email communication between the 
interviewer and interviewees was maintained. The focus group was conducted in October 
2012. All focus group responses were digitally recorded and transcribed. The literature 
proposed that the average time for conducting a focus group was about 90 minutes 
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(Kitzinger 1995, Neuman 2011). The focus group in this research lasted between 50 to 60 
minutes. Typically a focus group included five or six questions (Kreuger 1994). The 
focus group questions were on the basis of the findings that emerged from the previous 
phases (i.e. first focus group and survey). The eight main questions provided to 
participants were open-ended. They are listed below: 
Focus Group Questions: 
• The first focus group findings show that Knowledge sharing (KS) is a very 
important aspect of ITIL and can play a key role in improving the IT 
outsourcing relationship. However, the survey findings contradict this result. 
As IT Managers, are you able to suggest why this apparent contradiction is the 
case?   
• Although ITIL framework includes guidelines for good communication, why 
ITIL do you think the IT Managers in the survey suggested that ITIL had no 
effect on communication quality? 
• Why do you think adopting ITIL appears to have little effect on cost savings 
in terms of what IT managers who were surveyed responded? 
• Although the ITIL framework includes practices that are intended to influence 
the performance of the services, why do you think ITIL does not affect 
Technical Service Quality? If you think it does, why? 
• One of key benefits of ITIL is to increase customer satisfaction. Past studies 
have argued that, if a customer is satisfied, he/she will continue the 
relationship with the same vendor. Do you agree or disagree with this 
statement??  
• The focus group findings emphasized that through improving performance 
and customer satisfaction ITIL leads to a better outsourcing relationship. What 
is your perspective? 
• The literature shows that there is a positive relationship between ITIL and the 
IT outsourcing relationship. However, the survey findings revealed the 
opposite. What is your opinion regarding this? 
• Can we say that there is nothing that ITIL has to do with IT outsourcing 
relationships? 
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Before the focus group began, the Focus Group Moderator provided a plain language 
statement (PLS) and consent from for each participant (see Appendix B). For the issue of 
ethics, participants were absolutely considered as volunteers, so they had a right to 
withdraw partially, completely and/or were free to refuse to answer any questions at 
anytime. The privacy and confidentiality issue was a critical factor taken into 
consideration by the researcher and no personal information was collected to ensure 
anonymity. All records will be maintained as secure electronic records.  All these records 
will be stored securely on an RMIT server for a period of five years. Then this host server 
will be deleted and expunged. The information can be disclosed solely when the 
participants provide a written permission.  
The researcher’s role in this focus group was that of participant-observer. The Focus 
Group Moderator followed the suggestion of Krueger and Casey’s (2009) in terms of 
starting the focus group discussion which generally lasted between three to five minutes. 
The Focus Group Moderator began by introducing himself, welcoming and thanking the 
participants for their attendance. Then he gave a brief summary about the topic of this 
research. The Focus Group Moderator clarified some rules to participants in order to 
assist the streamlining of the interview processes. For example,  
• Participants could freely comment or raise a point with one another about any 
questions; 
• The interview would be recorded to ensure the researcher captured as many 
comments as can; and  
• Participants could openly and directly ask the researcher if they are any 
queries.  
Lastly, the actual start of the interview occurred when the interviewer asked the 
participants to speak about their role in the organisation and their past experiences.   
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8.4.     Data Analysis 
Although the focus group was digitally recorded, the researcher took notes, and used a 
matrix for the purpose of coding (see Appendix F). 
Initially the researcher classified the data generated by the focus group based on the 
questions. The researcher grouped the participants’ comments and shared comments 
according to these themes (see Appendix F). This enhanced the researcher’s 
understanding regarding the issue. It also helped infer new ideas and findings, which will 
be discussed in Section 8.5. 
8.5.     Focus Group Findings 
Based on the themes identified in the existing literature, and the themes and conclusions 
that emerged from the first focus group and the Survey, the analysis has been organised 
into to six main themes: 
• Knowledge sharing (KS), 
• Communication quality (CQ), 
• Cost saving, 
• Technical service quality (TSQ), 
• Customer satisfaction and commitment, and 
• The relationship between ITIL and IT outsourcing. 
Overall, the supplementary focus group discussion revealed that the significance of the 
relationship between ITIL and all variables (i.e. knowledge sharing, communication 
quality, cost saving, technical service quality and commitment) relied highly on the level 
of maturity for the company that adopted ITIL. Participants suggested that the maturity 
within organisation refers to the capability of an organisation to perform. They argued 
that the assessment of organisation maturity is important to the adoption of ITIL. 
Therefore, organisations use several maturity models such as Process Maturity 
Framework (PMF), Capability Maturity Model (CMM) and Capability Maturity Model 
Integration (CMMI) to be able to identify the maturity level. Participants highlighted one 
well-known and useful maturity model which firms can implement is the Capability 
Maturity Model (CMM). The CMM helps organisations effectively to assess their process 
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capability through measuring the extent to which processes are identified, defined and 
managed. The CMM divides organisations into five maturity levels which are: 
• Level 1: Initial,  
• Level 2: Repeatable,  
• Level 3: Defined,  
• Level 4: Managed, and  
• Level 5: Optimising 
The realisation from Level 1 to Level 5 is considered to correspond to increased levels of 
maturity in that organisation. The extent of voracity of the discussion was a key element 
in this supplementary focus group. There was a clear view that the further an organisation 
was operating at the Optimizing level, the more likely it was to reap increased rewards 
from the use of ITIL in outsourcing.  
Participants noted that, although ITIL is a structured framework, it represents operational 
level governance. Outsourcing success relied much more on SLAs than communication 
quality and knowledge sharing which was consistent with the statistically significant (but 
small) relationship between SLAs and outcome variables in the survey. The 
supplementary focus group participants also argued and agreed that understanding each 
other’s (customer and supplier) expectations improved the maturity level of ITIL within 
organisations. Figure 8-1 also shows that organisations implement ITIL and perform 
based on SLA obligations and regulations. The participants agreed that although ITIL is a 
structured framework, organisations who adopt ITIL are still in the initial maturity level 
within CMM.  Knowledge sharing within these organisations is unstructured as they did 
not have a particular document management system.  So they attempt to find an effective 
way to share their knowledge. The maturity level of knowledge sharing could increase, 
the participants argued, when it is embedded in organisational culture.  Also, initially the 
maturity level of communication between parties is low. Organisations followed several 
techniques (such as regular meeting and service reporting) to increase the communication 
quality.  For cost saving, the participants said, organisations start to follow ITIL 
guidelines to assist them solve many problems that they were encountered before 
implementing ITIL which in turn save them a lot of money.  The maturity level of ITIL 
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within organisations could be increased, they argued, by understanding each party’s 
expectations. 
 
 
 
 
 
 
 
 
Knowledge sharing 
There were consistent comments from the participants that knowledge sharing was an 
important element within ITIL and a key factor for IT outsourcing relationship success.  
Knowledge sharing in IT outsourcing was considered important by all participants. They 
said people sharing knowledge and experiences led to increase the perception level within 
an organisation that outsourcing was implementing.  Also, it is important to allocate the 
use of this knowledge. Participant FGP4 shared her experience and said: 
Quite a huge element is perception and there’s a probably two parts to that 
perception. One is that it’s more work for me to share what I know because 
I’ve got it documented and once it’s documented, really, who’s using it? 
Do I really know who’s using it?  
Participant FGP4 also emphasised the importance of change management processes 
within ITIL as a classic example of understanding the importance of knowledge sharing. 
She gave an example of such a situation: 
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Figure 8-1: The main discussed issues in the supplementary Focus Group 
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Through the change management process within ITIL, customers can read 
records and follow the instructions and know what they are eligible to do 
and that knowledge sharing aspect is in there. So by focusing on the 
perception aspect, firms could increase the knowledge sharing level.  
From the comment of FGP4, ITIL’s role was considered important in managing the 
process of knowledge sharing. Organisations can increase the perception level and know 
how to use the knowledge as it is documented. The focus group agreed. 
Another key aspect that emerged in the discussion was that the maturity level of ITIL 
within organisations influences the knowledge sharing. Participant FGP2 suggested that 
the high maturity level of ITIL (i.e. level 4 or level 5 within CMM) could be attained by 
effectively aligning ITIL processes with SLAs. He believed that this ensured sharing the 
knowledge between organisations in an efficient way. Participant FGP2 shared his 
experience regarding this issue and commented that: 
How much it comes down to the maturity level of the organisation 
implementing ITIL? So, when I see ITIL and SLAs, I think almost like 
Maslow’s hierarchy of needs, they’ve used ITIL to get in the basics. At the 
maturity level, they know now the next step is “we must do this”, “and the 
next step is we must do this”. And knowledge sharing might be seen as 
being a much higher of level of maturity for that organisations and 
individuals. 
Another issue raised by Participant FGP2 was that knowledge sharing must be structured 
and be part of an organisation’s culture. FGP2 argued that using tools within ITIL, such 
as document and records management, ensured well-structured knowledge in 
organisations. He believed that this would ensure attaining the high maturity level of ITIL 
within organisations. Participant FGP2 provided his view, saying: ‘Knowledge sharing 
absolutely should be structured. It needs to be effective but, again, it depends on the 
maturity level of ITIL within firms. Knowledge sharing should be embedded in culture 
and practices of organisations’. 
The senior manager of infrastructure support (FGP7) supported FGP2’s argument that 
knowledge sharing was very important and depended on the maturity level of ITIL 
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adoption within organisations. He explained that organisations with a high maturity level 
of ITIL adoption ensured that knowledge sharing processes are effectively defined and 
managed. Also, he suggested that although knowledge sharing was important, it becomes 
less important as it relied on the mechanisms of SLA. FGP7 justified that customers and 
vendors organised general knowledge sharing processes. However, both parties followed 
the SLA terms and conditions. Participant FGP7 commented: 
Once the relationship is locked in and the commercial is done, you then 
have basically said to the outsource company: “I am giving you ownership 
of what services you need to look after,” and you are paying them to do 
that. That company then said, “Fine we will run it without processes. Yes 
with ITIL but everyone’s ITIL process is slightly different. Right?” And 
what does that say? We will run it and as the person outsourcing that 
service you say, “yep wash my hands clean of this- now it’s all on you.” 
The knowledge sharing then becomes less important because it is driven by 
service agreement levels.  
In summary, participants believed that knowledge sharing within an ITIL framework was 
significant for managing the IT outsourcing relationship. The importance of knowledge 
sharing depended on two key elements: organisations’ perception of the knowledge and 
the maturity level of ITIL adoption within organisations. Participants in the discussion 
also revealed that well-structured knowledge sharing and being a part of organisation 
culture were crucial for attaining the high maturity level of ITIL within organisations. 
They believed that when knowledge is defined, managed and optimised, it becomes 
embedded in organisational culture and consequently increases the maturity level of ITIL 
adoption within organisations.  
Communication Quality (CQ) 
In the supplementary focus group discussion, participants repeatedly discussed the 
importance of communication quality in the IT outsourcing relationships whether having 
ITIL in place or not.  During the discussion, participants suggested that to ensure a better 
communication quality, organisations had to meet regularly to understand their 
requirements and meet their expectations. Participants also suggested that ITIL assists 
organisations to improve communication quality through services reporting.    
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Based on the discussion regarding the importance of the SLA, the Focus Group 
Moderator asked participants about the relationship between communication quality and 
the SLA. The statement that was raised by the Focus Group Moderator was ‘Do you 
agree that communication, if it fails, it reverts purely to the SLA, but if a project is 
successful it enables communication?’. 
The senior manager of infrastructure support (FGP7) agreed with this statement because 
he believed that when organisations perform what exactly is in the SLA, they will 
communicate effectively to achieve a good relationship. Participant FGP7 also argued 
that when communications are really good, ‘things work’ and when communications are 
bad, ‘things do not work’. He commented:  
I believe this statement is true because when we had things going well your 
relationship with the company is good because everything is going well. 
But when things are going bad it becomes complicated. So I think by 
absorbing what is written in SLAs effectively, organisations will be able to 
communicate well.  
The Development Manager (FGP5) also mentioned that:  
SLAs are more important and communications work as a mechanism of it. 
SLAs can be measured. However, both knowledge sharing and 
communication can be considered as tools to establish that [the 
measurement]. So I think having a standard or a framework, plus well-
written SLAs, plus being effectively communicated, are crucial.  
This led the Focus Group Moderator to ask what was more important – ‘good 
communication or a good framework (ITIL)...In other words, do you tell people what 
you’re doing? Does that provide you with a good relationship with customers relative to 
having a framework in place?’ 
The consultant (FGP6) said that having good communication and a good framework was 
key to having a successful outsourcing relationship. From his experience, his firm used 
ITIL to satisfy customers, but what made them successful was they also communicated 
with their customers by meeting regularly to understand their requirements and meet their 
expectations.  Participant FGP6 said: 
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I found that when I worked for a service provider, we used ITIL internally 
to be able to achieve the target...being there to keep customers happy. But 
what made us successful - and I believe it were - was we keep contact with 
that customers. We met with them regularly to understand their business 
requirements and what they asked us to do so we could achieve the results.  
FGP6 also said that being flexible and not sticking entirely with a contract were crucial 
elements of a better communication process. Participant FGP6 confidently said: 
The reason why we were successful in winning some business from other 
management service providers was we didn’t actually follow the contract 
strictly. Being more flexible, made us close to our customer, which made 
them feel happy.  
Participant FGP6 also suggested that communication should not necessarily be part of 
ITIL to achieve customer requirements. He added that ‘So ITIL was used internally to 
achieve the results that we needed to but communication was separate’. He argued that 
ITIL helped them in manage their communication process internally. However, his 
organisation used another communication procedure (i.e. meeting) to deal with another 
organisation. FGP6 believed this led to a better communication quality and made them 
successful. 
Expanding the point, participant FGP1 added that ‘I think communication is the most 
important, but ITIL gives one framework to make communication the key thing in 
outsourcing and a good contract’. She suggested that to achieve a good IT outsourcing 
relationship, communication should be aligned with the ITIL process. She believed that 
this alignment helps to improve the communication quality level between organisations. 
Participant FGP3 and FGP4 shared the same experience regarding the importance of 
communication. Participant FGP3 commented that ‘If you have good communications 
you are doing knowledge transfer while you are communicating, most specifically within 
that ITIL framework’. FGP3’s comment showed that there was a mutual relationship 
between knowledge sharing and communication quality and the ITIL framework was key 
in constructing this relationship.  
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The ICT Service Improvement manager (FGP4) agreed with participant FGP6 that good 
communication should be in place and separated from ITIL. She commented that: 
Regardless of any framework that is in place, you still need to have good 
communications. Organisations need to keep in touch and meet on a 
regular basis to ensure they achieve the main objectives of the agreement. 
So it really doesn’t matter which frameworks you have in your workplace, 
what really matters is how well you are communicating.  
As part of communication quality the service element was considered important. Service 
reporting was another discussion that raised the essential need for efficient 
communication. Participant FGP6 suggested that service reporting within ITIL was vital 
for understanding roles and responsibilities in relation to IT outsourcing relationship for 
both parties. He shared his personal experience of such a situation: 
Reporting is one form of communication and that’s by monthly report or 
quarterly report, and the strict SLAs that you have in place to meet those 
deadlines due. Reporting on your results, “yes I achieved this or didn’t 
achieve this and this”, and this form of communication - setting down with 
your customer regularly - I used to have a weekly meeting with different 
parts of the business. 
In summary, it was evident that for the participants, communication quality depended on 
the SLA. Participants argued that organisations communicated based on what was written 
in the SLA. Participants also suggested that having ITIL was good for the communication 
process but communication should be in place regardless of having any type of 
framework. The discussion shows that communication quality should in their opinion be 
aligned with ITIL to achieve a better outsourcing relationship. In addition, the discussion 
revealed that service reporting was an important form of communication quality within 
ITIL and as part of the outsourcing relationship.  
Cost Savings 
During the supplementary focus group discussion, participants suggested that the 
adoption of ITIL had a positive impact on achieving substantial cost savings. Participants 
also suggested that the extent of cost reduction depended on the maturity level of ITIL 
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within organisations. Participants argued that ITIL helped organisation to manage their 
costs and solve financial issues. They believed that when organisations in the high 
maturity of ITIL adoption, they can effectively defined and managed their costs. Some 
participants, however, argued that ITIL cannot influence the cost but makes processes 
work efficiently. 
The IT service improvement manager (FGP4) suggested that ITIL has a huge impact on 
cost saving because a lot of unplanned outages cost customers; therefore ITIL was used to 
manage those outages. She justified that statement arguing that if a customer did not 
implement ITIL, it made process more complicated (i.e. unplanned outages) and this led 
to increased costs. Participant FGP4 gave an example of such a situation where it 
involved reducing an organisation’s revenues: 
ITIL has a huge impact on cost savings because a lot of unplanned outages 
cost customers, even whether we quantify it in terms of lost productivity 
time. So for example in UME, if enrolment systems are offline we’re 
potentially losing a customer (i.e. student) who cannot enrol so they prefer 
to go to other universities. So if that outage is the result of changes that 
haven’t been communicated and there is no collaboration with the 
customers-base or staff administering it, that will lead to substantial 
revenue lost... So I believe that this cost saving was a result of ITIL. 
The IT service management manager (FGP1) supported FGP4’s point that before 
implementing ITIL, her firm encountered many problems that cost them a lot of money 
but after implementing ITIL, costs had decreased significantly. Informant FGP1 shared 
her experience stating that: 
Before implementing an ITIL framework, we used to have several 
difficulties in organising our work. People did not know clearly their roles 
and responsibilities, which cost us a huge amount of money. However, 
after having ITIL in place, those roles and responsibilities became clear to 
everyone and most problems were solved.  
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From FGP1’s comment, it can be said that ITIL assists organisations to identify their 
roles and responsibilities. This leads to give a clear understanding of the processes within 
organisations. As a results, organisations save time and money. 
However, the client computing manager (FGP2) argued that having a framework in place 
did not reduce cost but made firms work more effectively. Another comment was from 
the infrastructure support manager (FGP7) that there are two types of costs (Business and 
IT) that organisations should be aware of. He believed that ITIL only could decrease the 
business cost; however the IT cost increased. FGP7 justified this classification stating that 
ITIL implementation required organisations to build and write the processes to manage 
their IT which needs a lot of money. Participant FGP7 commented: ‘Is this question 
talking about cost saving to the business or cost saving to IT costs? Because IT cost is 
absolutely increasing your cost of running IT, but decreasing business cost’. 
From the supplementary focus group discussion, participant (FGP2) agreed that ITIL had 
a huge impact on cost savings. ITIL improved the process or made work more effective 
but did not reduce the cost. This contradiction occurred because organisations who 
implemented ITIL should effectively define and manage their processes and costs. Most 
participants agreed that the maturity level of company for adopting ITIL is the main 
reason affecting the extent of the effects of cost savings in an outsourcing relationship.  
Technical Service Quality (TSQ) 
According to the participants in the supplementary focus group discussion, there was an 
agreement that having a high maturity adoption of ITIL in place was critical to improve 
technical service quality.  
Both the ICT service manager (FGP1) and the consultant (FGP6) emphasised that ITIL 
does influence technical service quality.  For instance, FGP6 argued that ITIL was very 
important in improving the quality of technical service through the service availability 
process. He believed that through service availability process organisations could know 
exactly when the service was available and without ITIL it was difficult to build the 
business alignment. So the adoption of ITIL assists organisations to align their business 
needs and achieve their objectives. Participant FGP6 said: 
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We are talking about a company that provides most of the electricity for 
Victoria so when they’re down our power supply is down. So you’ve found 
when they’re not selling electricity, because they traded in the product as 
well, they weren’t making as much money. So they need a system to be 
available at all time to be able to provide electricity to our homes and able 
to make money for their business where they were selling data 
organisations as well. So ITIL is very important. They didn’t have it, they 
paid for it and once they come across to us, their uptime was a lot better.  
Participant FGP6 further added that ‘It is all about uptime, it is all about availability of 
systems at 99.5% or 99.9%. It’s what we try and provide. So without ITIL we cannot do 
that’.      
This led the Focus Group Moderator to ask, ‘what happened in situations where one 
company uses ITIL and the other company doesn’t?’ Participant (FGP6) answered that an 
organisation which did not have ITIL in place would leave managing the IT services to an 
organisation that has it (i.e. ITIL). FGP6 argued that an organisation which did not 
implement ITIL would encounter problems in identifying their needs and his 
organisation’s role is to communicate with them to clarify these needs based on ITIL 
framework. The participant FGP6 commented that: 
If the organisation who we are dealing with does not implement ITIL, they 
leave the management of their IT services to us. So suppose that our 
customer did not have ITIL in place, then we should communicate with 
them to understand their business requirements based on the ITIL 
framework that we already have. 
Then the Focus Group Moderator asked the consultant (FGP6) ‘Based on your argument 
it is not necessary that ITIL should be in both organisations to be successful?’ FGP6 
responded saying that it should be in both because they (companies) needed to understand 
how they were operating and make sure they worked in the same directions. FGP6 further 
argued that having ITIL in both organisations ensures following the same processes and 
guidelines as ITIL provide a common language. 
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The client computing manager (FGP2) asked the consultant (FGP6) ‘Do you need to be in 
the same level of knowledge or just for the awareness?’ The consultant answered ‘If they 
do not have ITIL in place we should tell them how the things are worked to be in the same 
level. So I think having ITIL in both is important’. Again, FGP6 emphasised that adopting 
ITIL in both organisations ensured the alignment of business. 
The FGP2 agreed that it was necessary to also have a common language in both 
companies. He commented that: 
I think organisations should be at the same level of knowledge and also be 
aware about what is in SLAs so they can have a common language, which 
will ensure the effective performance in their relationship.  
The earlier comment suggested that the ITIL framework provides both organisations with 
clear structure and this leads to positively influence the quality of technical services. This 
drives an organisation to have a better IT outsourcing relationship.  
The Focus Group Moderator then asked: ‘In your organisation, how you are dealing with 
other people who have lower experience in ITIL or lower understanding of ITIL than you 
do?’ 
Respondent FGP1 said that other people tried to catch up (through courses) to improve 
service quality and communication. The FGP6 thought that service priority was the main 
reason for implementing ITIL in their organisation because it made people observe that 
service comes first, which led to better understanding of the business requirements. 
Participant FGP6 commented: 
Organisations usually deal with the implementation of their services based 
on priority. So to obtain services, they classified their services to, for 
example, high priority to less priority. I think using ITIL helps us to assist 
them to achieve these priorities and requirements.  
Based on this last discussion, the Focus Group Moderator asked: ‘Does this particular 
framework give you more strength across the organisation or more acceptance across the 
organisation that you do know what you doing and you are following a pattern and you 
are following a process and it works?’ 
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Some informants provided justification for their answers to the question. Reasons given 
in their responses included: 
• The effective usage of ITIL, 
• The alignment of ITIL with business needs, and 
• Organisation’s perception of ITIL practices. 
For example, the cloud computing manager (FGP2) mentioned that if people used ITIL in 
a ‘good way’, it would gain more acceptance within organisations. The informant FGP4 
thought that it was critical to align ITIL with business needs to achieve acceptance. She 
argued that alignment would make both organisations (i.e. customer and supplier) 
understand each other’s expectations. Participant FGP4 said: 
You use the framework and it’s the framework so you shape the framework 
to match the business need. And when I said business, I didn’t mean just 
the ITS’s needs but actually you match UME business model business 
needs and you’re supporting that business model and business need using 
this framework. But as long as you keep doing that you’re assisting the 
organisation to grow also raising ITS portfolio along with it. 
Meanwhile FPG5 further argued that effective technical service quality can be gained 
when organisations absorb ITIL practices which are similar to ‘what we argued here in 
the cost saving case’. He suggested that when organisations effectively follow what ITIL 
processes instruct them to do, the performance level (i.e. technical service quality) will 
increase.  Participant FGP5 confidently said: ‘Technical service quality was in some way 
similar to the cost saving; technical service quality could be improved through the 
iterative process’. 
In summary, participants shared in agreement that having ITIL in place would improve 
technical service quality in an outsourcing relationship. This improvement, as was 
suggested by the participants throughout the discussion, is through the alignment of ITIL 
with business needs; through considering service availability as a priority; and being at a 
high of maturity level of ITIL adoption.  That, they agreed, enables effective technical 
service quality to be attained in outsourcing.  
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Customer Satisfaction and Commitment 
During the supplementary focus group discussion, participants suggested the adoption of 
ITIL was critical to increase customer satisfaction and their willingness to continue the 
relationship with the same vendor in the future. 
Participant FGP1 suggested that it is difficult to ensure customer’s satisfaction even with 
the high maturity level of ITIL within organisations. FGP1 justified her opinion stating 
that ‘even if customer requirements were defined, optimised and achieved (i.e. at the high 
maturity level), this could not ensure they were happy’. She further said that organisations 
might be satisfied with the adoption of ITIL processes but they might not like it because 
they did not get what they wanted. Participant FGP1 shared her experience, saying: 
There is not a solid answer for this question because organisations might 
have a wonderful ITIL in place but terrible technology, as it is not updated, 
which makes customers unhappy and not willing to continue. 
Both FGP1 and FGP2 were in agreement, adding that by concentrating on performance 
and customer satisfaction, ITIL would enhance the outsourcing relationship. For instance, 
the ICT service manager (FGP1) suggested that the ITIL framework includes clear 
standards, processes and tools that assist organisations to deal with problems in an 
effective manner. She further commented that ‘I think ITIL solved the problem because it 
made process go more systematically and this drives to ensure the business 
requirements’. This emphasised the importance of ITIL alignment with the business in 
ensuring a better technical service quality and, as a result, a better IT outsourcing 
relationship quality. 
The cloud computing manager (FGP2), however, argued that ITIL provides a common 
language which ensures clear guidance for both organisations and as a result attains a 
better IT outsourcing relationship. He justified that this common language assists 
organisations to understand their requirements and expectations. Participant FGP2 
commented that ‘ITIL improved the outsourcing relationship as it made organisations 
understand each other’s expectations and not fall into grey areas’. 
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The relationship between ITIL and IT outsourcing 
The Focus Group Moderator asked the participants about the contradiction between the 
literature and the survey findings regarding the positive relationship between ITIL and IT 
outsourcing. Participants provided several reasons for this contradiction.  For example, 
the infrastructure support manager (FGP7) suggested that every outsourcing arrangement 
had a different scenario and the most important thing was to understand each other.  
Participant FGP7 strongly believed: 
So they (i.e. another organisation in the relationship) have got to 
understand that they’re really an extension of us and they have to be 
working the same as we’re working. If you do not do that, even the simplest 
things become a nightmare! 
The consultant (FGP6) thought that the selection of vendor was very important. He 
argued that vendor must be expert in ITIL, even more than the customer, in order to 
achieve the necessary quality of the outsourcing relationship. Participant FGP6 
commented on such a situation:  
I think understanding each other’s expectations is important to get a better 
relationship. But what is more important from my experience is that 
vendors should have more experience of using ITIL than customers do. 
When this happened, a better outsourcing relationship would be gained. 
The development manager (FGP5) further suggested that the alignment between ITIL 
expectations and IT outsourcing arrangements was crucial and FGP5 further commented: 
Not just that, but even more fundamentally, we need to take out our ITIL 
expectations into the IT outsourcing arrangements because I think the 
second statement comes from the fact that quite often we don’t chose 
vendor or product and just accept their conditions.     
Based on the informants’ discussion, the Focus Group Moderator asked a final question: 
‘Can we say that there is nothing that ITIL has to do with IT outsourcing relationships?’ 
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All participants voiced their disagreement with this statement. This confirmed that in 
their opinion, there was a positive impact of ITIL on IT outsourcing relationships. This 
impact is very obvious via the SLA and this confirms the findings of the previous focus 
group and survey. 
Table 8.3 provides a summary of the main themes that emerged during the focus group 
discussion. This analysis highlights similarities and differences about the relationship 
between using ITIL and IT outsourcing relationship success.  
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Table 8.3: Analysis of the emerging themes of the focus group 
Participants 
Themes 
FGP1 FGP2 FGP3 FGP4 FGP5 FGP6 FGP7 
Knowledge Sharing 
-Perception and allocating the use of 
knowledge.        
-The importance of change management 
process within ITIL        
-Maturity level 
       
-knowledge should be structured and 
embedded in culture        
-Knowledge sharing relied on SLAs        
Communication Quality 
-Communication occurred when 
something bad happened        
-Communication is work as a 
mechanism of SLAs        
-The importance of having good 
communication and a good framework 
in place 
       
-Service reporting 
       
Cost Saving 
-ITIL managed the outages and 
decreased cost        
-Not reduce the costs but make firms 
work more effectively        
-Reduce the business cost but not IT cost 
       
Technical Service Quality 
-Improving technical service quality 
through the service availability process        
-The importance of the existence of ITIL 
within organisations        
-Dealing with people who have a lower 
experience in ITIL        
-ITIL gives more strength or acceptance 
across organisations        
Customer Satisfaction and Commitment 
-The relationship continuity        
-Performance and customer satisfaction        
ITIL and IT outsourcing relationship 
-Contradictions between literature and 
survey findings        
-Agreement of the positive Impact of 
ITIL on IT outsourcing relationship        
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8.6. The relationship between ITIL and IT outsourcing – the ITIL 
Users perspective 
The findings of this part of the study of ITIL users revealed that, in their opinion, there 
was a positive relationship between ITIL and the IT outsourcing but they also argued that 
it depended on the maturity level of the ITIL adoption within organisations. The issue of 
the ITIL maturity only emerged in the supplementary focus group discussion. It was not 
highlighted previously in both the preliminary focus group and the SEM analysis. The 
members of the supplementary focus group suggested that the adoption of ITIL within 
organisations should be sufficiently mature in order to achieve a better IT outsourcing 
relationship. Informants to this focus group considered organisations were mature based 
on their performance capabilities. The focus group discussion suggested that the 
evaluation of organisational maturity is crucial to the implementation of ITIL. Hence, 
both customer and vendor organisations should, they argued, employ different maturity 
models such as Capability Maturity Model (CMM), Capability Maturity Model 
Integration (CMMI) and Process Maturity Framework (PMF) to determine the maturity 
level. The focus group analysis considered CMM as very useful because it assists 
organisations to evaluate their process capability through measuring the extent to which 
processes are defined and managed. The CMM classifies firms into five maturity levels 
which are shown in Figure 8-2 below:  
 
Source: (Paulk et al. 1993, p. 21) 
Figure 8-2: Capability Maturity Model 
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The realisation from Level 1 to Level 5 is considered to correspond to increased levels of 
maturity in that organisation. There was a clear view amongst focus group members that 
the further an organisation was operating at the Optimizing level, the more likely it was to 
reap increased rewards from the use of ITIL in outsourcing relationships. The analysis of 
the comments and discussion in the supplementary focus group shows that, in their 
perception, the more organisations (i.e. customer and vendor) have ITIL in place and 
understand the roles of its components, the more the acquired outcomes from the 
relationship will be realised. This finding did not correspond to the analysis of the survey 
data. 
The finding of supplementary focus group suggested that customer and service providers 
should be at the same level of knowledge so they can have a common language which 
will ensure the effective performance in the outsourcing relationship.  The focus group 
findings also indicated that the higher maturity of ITIL adoption in place, the more 
substantial cost savings will be achieved, and as consequence, the better outsourcing 
relationship will be gained.  The supplementary focus group participants argued that 
through focusing on the process of service availability within ITIL, organisations could 
align their business needs which improved the quality of service performance.  
Based on the analysis of the discussions in the supplementary focus group the researcher 
has developed a proposed model of ITIL adoption maturity (Figure 8-3). The model 
proposes that the quality of the IT outsourcing relationship depends on two factors: the 
extent of ITIL adoption and the expectations of customers and vendors of each other. The 
focus group discussion suggested that the extent of ITIL adoption can be measured with 
reference to the number of ITIL components (i.e. processes) in place, or the period of 
ITIL adoption in years.  When implementing ITIL, organisations depend on their needs; 
and then select among several ITIL recommended practices such as change management, 
service availability, service level management and problem management. For instance, if 
organisations effectively adopted both the service availability and change management 
processes within ITIL, this can lead to better outcomes, and as a result, better outsourcing 
relationship quality. Participants from the focus group also suggested that the period of 
ITIL adoption was crucial. They suggested that organisations sign short or long term 
contracts (i.e. usually per year) in order to implement ITIL. They suggested the longer the 
period of ITIL adoption, the more likely it was for ITIL practices to improve the quality 
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of outsourcing relationships. Another effect of the quality of relationship quality was the 
customers and vendors expectations. The finding suggested that parties must clearly 
identify their expectations when constructing contracts in order to attain the maturity 
level which then approach successful IT outsourcing relationship. 
 
Therefore, the model (Figure 8-3), based on the ITIL users arguments, proposes that if 
organisations use few ITIL components or use ITIL for only a one or two years (the 
longer, the better), the IT outsourcing relationship quality will be weak.  The model also 
suggests that the more understanding of each other’s expectations (i.e. customer and 
vendor), the better quality of the IT outsourcing relationship will be.  
 
 
 
 
 
 
 
 
 
 
The analysis of the supplementary focus group discussion proposes a view that that it was 
critical to align ITIL with business needs to achieve acceptance within organisations. This 
alignment makes both customer and vendor understand each other’s expectations, and as 
consequence, enhance the quality of outsourcing relationship. The results also suggested 
that ITIL provides a common language which assists organisations to understand their 
requirements and expectations, and as a result, attains a better IT outsourcing relationship 
through aligning these expectations to the inherent structures in ITIL. The supplementary 
A B 
ITIL adoption extent (years 
and or components 
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IT 
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Relationship 
Expectations of client and 
vendor 
Quality of the 
IT 
outsourcing 
Relationship 
Figure 8-3: A proposed ITIL maturity model of IT outsourcing 
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focus group also found that not only customer and vendor’s own expectations were 
important but also the alignment between ITIL expectations and IT outsourcing 
arrangements was crucial. However, there is now a need to undertake further 
confirmatory research to evaluate this model. 
8.7.     Chapter summary 
Using a focus group discussion of experienced ITIL users, this chapter has discussed their 
perspectives about the relationship between ITIL and IT outsourcing quality. The main 
aim of this focus group was to understand the reasons for some of the qualitative (i.e. 
preliminary focus group) and also the quantitative findings that had emerged in the 
research. The main conclusion from the perspective of the ITIL users was that ITIL led to 
better outsourcing relationships but it depended upon the maturity level of ITIL within 
companies. It was also suggested that understanding each other expectations was vital to 
measure the maturity level of ITIL. Using this analysis a proposed ITIL Maturity model 
was proposed for future research. In the next chapter, Chapter Nine, there is discussion of 
the research bringing together the research findings reported in the existing IT 
Outsourcing and ITIL literatures and the three phases (i.e. preliminary focus group, 
survey and supplementary focus group) of this research. 
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Chapter 9 : Discussion and Conclusion 
9.1. Introduction  
The purpose of this research was to investigate the impact of certain ITIL recommended 
practices on the IT outsourcing relationship. Specifically, the research studied the extent 
to which outsourced IT arrangements are influenced by ITIL processes. 
The research objectives of this research were to: 
• Determine the relationship between measures of outsourcing success including 
(economic/strategic/technical) benefits, satisfaction, technical service quality, 
trust and commitment;  
• Determine the influence of ITIL usage (formal system usage) on IT outsourcing 
arrangement success; 
• Determine the influence of ITIL recommended practices on IT outsourcing 
arrangement success. 
The research literature contains many studies on the IT outsourcing relationship (Alborz 
et al. 2005, Grover et al. 1996, Goles & Chin 2005, Kern & Willcocks 2002, Lacity & 
Willcocks 2012, Lee & Kim 1999, Klepper 1995, Lee et al. 2004). In contrast, there are 
few studies that investigate the effect of ITIL on the IT outsourcing relationship (Cheng 
2006, Mobarhan et al. 2011, Twing 2006). ITIL studies mostly focus on likely benefits, 
or have reported descriptive statistics about the implementation of ITIL best practices 
within organisations (Cater-Steel et al. 2008, Cater-Steel & McBride 2007, Cater-Steel & 
Tan 2006, Iden et al. 2010, Pollard et al. 2009). Even though several authors have 
discussed ITIL implementation, few empirical studies are yet available (Cater-Steel & 
Mcbride 2007, Hochstein et al. 2005, Pollard & Cater-Steel 2009). ITIL was not designed 
to manage extensive IT outsourcing but has been adapted to do so, similar to the use of 
other governance standards like those from ISO and COBIT. Hence, the post-
implementation impact of ITIL on IT outsourcing relationships is still under-researched. 
There is a lack of research that theorises, tests, validates and evaluates the effect of ITIL 
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on the IT outsourcing relationship. To address this gap, the main research questions 
formulated for this study were:  
RQ1: What is the impact of ITIL usage on the IT outsourcing relationship? 
RQ2: What is the impact of ITIL recommended practices on the IT outsourcing relationship? 
 
To answer the research question, the research used both qualitative (focus groups, one 
exploratory and one supplementary) and quantitative (Structural Equation Modelling) 
methods to evaluate the effects of ITIL recommended practices on the outcomes of IT 
outsourcing arrangements, using as informants, Australian IT service managers.  
ITIL is a ‘best practice’ framework for managing IT service, which, it is claimed, can be 
adapted to any business environment. ITIL can be applied by IT organisations such as 
public/private profit/non-profit and in-house/outsourced (OGC 2007).  ITIL v3 was 
developed in 2007 and contains five core books: service strategy (SS), service design 
(SD), service transition (ST), service operation (SO) and continual service improvement 
(CSI). The framework has different aspects including techniques, methods, processes, 
activities and measurements. These aspects are often adopted by service providers to 
provide better service quality and, as a result, improve customer satisfaction. Customers 
can also adopt some features and mechanisms of ITIL (e.g. the RACI model) in order to 
understand their responsibilities and achieve their expectations in business relationships. 
All ITIL volumes (SS, SD, ST, SO and CSI) are designed after implementation to have 
direct impact on service providers’ performance. Each volume has its own 
recommendation processes that can be used by service providers to provide good 
services.  It is important to highlight that the ITIL framework was designed for the IT 
department as a service provider and business (customer).   
9.2. What affects the ITIL and IT outsourcing relationship? 
9.2.1. ITIL and Non-ITIL Users Survey Analysis 
Some literature argues that there should be a positive relationship between having ITIL in 
place and gaining a better IT outsourcing relationship (Cheng 2006, Twing 2006).  Yet it 
was shown in this study of 140 respondents (83 of who used ITIL, and 57 who hadn’t) 
that the relationship between ITIL adoption and gaining a better outsourcing relationship 
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was only true for SLA Quality.  However, the results indicated that the path from ITIL-
usage to other variables including Communication Quality, Knowledge Sharing, 
Technical Service Quality, Cost Savings, and Commitment was statistically no different 
from zero. Therefore, the SEM analysis in this research provided evidence that ITIL per 
se has no impact on the success of outsourcing arrangements, though the processes that 
are emphasised by ITIL certainly did. The quantitative data indicated that both ITIL users 
and non-ITIL users who employed good management strategies achieved good outcomes, 
and that non ITIL users gained outsourcing benefits without having ITIL in place. 
Service Level Agreements (SLA) 
The survey research showed that ITIL-usage had a positive impact on SLA Quality. This 
indicates that when organisations adopt ITIL, it can assist them to structure their SLAs 
more effectively. However, further evidence from the study was that SLA Quality had a 
small effect on Technical Service Quality (0.15, p < 0.05), but virtually no impact on 
Communication Quality, Cost Saving and Commitment. This supported the research 
hypothesis that there is a positive relationship between SLA Quality and Technical 
Service Quality.  This finding suggests that well-structured SLAs provide organisations, 
in particular, vendors, with the capacity to deliver better service performance.  
The key findings of the research were that adoption of ITIL appeared to facilitate better 
construction of SLAs and so improved the SLA on the quality of the outsourcing 
relationship. 
Goo (2010) suggested that the SLA was vital in managing behaviours and outcomes in IT 
outsourcing relationships. However, the survey analysis conducted here contradicted this, 
showing that SLA Quality had only a small indirect effect on Commitment compared to 
the other variables measured. The quantitative data indicated that organisations that 
managed their SLA effectively would be slightly more likely to continue the relationship 
in the future.  This is somewhat consistent with the results of research by Fitzgerald and 
Willcocks (1994) and Shi et al. (2005) that an effective SLA assists to reduce the level of 
conflict between parties and the level of unexpected contingences.  
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Communication Quality  
The analysis of the survey data provided additional evidence that Communication Quality 
has a large and statistically significant effect on Technical Service Quality, which is 
consistent with both quantitative and qualitative prior research. The data indicated that 
when customers and vendors effectively communicated, the quality of perceived service 
performance was improved. This supports the statistical findings of Grover et al. (1996) 
and Lee and Kim (1999) that outsourcing success and effective relationship quality are 
the results of good communication quality. However, the analysis of the survey data in 
this study showed that ITIL adoption had no statistical effect on Communication Quality 
or later consequent dependent variables. 
Knowledge Sharing 
The SEM analysis found that ITIL-usage had no impact on Knowledge Sharing. The 
regression path between Knowledge Sharing and Technical Service Quality was also 
statistically no different from zero. These findings contradict those in the existing 
literature that Knowledge Sharing has a significant positive impact on IT outsourcing 
success, on relationship quality and on the quality of service (Lee & Kim 1999, Lee et al. 
2008, OGC 2007). These findings also were inconsistent with Lee et al. (2008), who 
concluded that organisations usually considered knowledge sharing a valuable asset 
because, over time, sharing became implanted in groups of skills, routines, practices, 
processes and norms. 
Technical Service Quality 
Technical Service Quality refers to the delivery of service and the performance to the 
standards described in the service level agreement (SLA) (Rouse  2006).  While the term 
is taken from the Scandinavian service quality literature (Grönroos 1984), it is 
synonymous with what is often described in the outsourcing literature as vendor 
performance (Rouse 2006). While the notion of vendor performance has been considered 
in very many qualitative studies, it has been included in only a small number of 
quantitative studies (Rouse 2006).  
The analysis of the survey data in this thesis showed that Technical Service Quality 
positively affects Cost Savings in the IT outsourcing relationship model. This suggests 
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that organisations (i.e. service providers) who concentrate on providing better service 
performance will help their customers to gain substantial cost savings. Alternatively, cost 
savings, compared with in-house delivery, are perceived by clients as part of the service 
they are purchasing from the vendor. This finding is consistent with prior work by Rouse 
(2006) suggesting that technical service quality would have obscured the generally 
negative responses to cost reduction. The SEM analysis also showed that Technical 
Service Quality had strong impact on the client’s commitment to the outsourcing 
arrangement. This relationship indicates that when organisations (i.e. vendors) perform 
effectively in providing services, the purchaser is more likely to continue the outsourcing 
relationship in the future. The SEM analysis also found that Technical Service Quality 
was highly correlated with purchaser satisfaction. 
Satisfaction  
Satisfaction has often been used as an overall measure of IT outsourcing success (Grover 
et al. 1996, Lee & Kim 1999). The SEM analysis showed that Satisfaction and Technical 
Service Quality are very highly correlated (in fact they were statistically 
indistinguishable) and both impact on the quality of the IT outsourcing relationship (i.e. 
Commitment). In this study both ITIL and non- ITIL users agreed that Satisfaction and 
Technical Service Quality were key in achieving a successful outsourcing relationship. 
Cost Savings for IT outsourcing Arrangements 
Cost savings have been shown to be part of the economic benefits gained by an 
organisation as a result of deploying an outsourcing strategy (Cheon 1992), (Grover et al. 
1996). Much of the literature considers cost savings as the most significant benefit of IT 
outsourcing (Apte et al.1997, Lacity & Willcocks 2012, McFarlan & Nolan 1995). This 
study questions this conclusion in terms of the role of ITIL. The survey analysis suggests 
that ITIL-usage did not affect Cost Savings.  The SEM results show that Cost Savings 
added no additional variance, as the path between Cost Savings and Commitment was 
statistically no different from zero. Although the majority of survey respondents (60%) 
saw Cost Savings as an important element of outsourcing, these results showed that 
participants did not think that they achieved substantial cost saving from their outsourcing 
arrangements when using ITIL. The results also showed that the mean overall score for 
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Cost Savings was higher than 4 (i.e. positive), however not as high as other dependent 
variables. 
Moreover, when measures were developed for this survey it was expected that Cost 
Savings would be highly related with measures of economic benefits. However, the CFA 
revealed that these items did not go together – possibly because when the items were 
developed in earlier studies, the unit of analysis for benefit measures was the overall 
strategy of outsourcing, whereas this study focussed on the particular outsourcing 
arrangements.   
ITIL Impact on IT outsourcing Relationship 
Some researchers have proposed that ITIL adoption would lead to an improved IT 
outsourcing relationship (Cheng 2006, Twing 2006). Based on referencing a 2004 
Enterprise Management Associates study of 48 IT managers regarding the ITIL adoption,  
Twing (2006) argued that ITIL implementation could benefit IT outsourcing relationships 
in many ways, such as aligning business process requirements with the outsourcing 
relationship structure. On the basis of case study observations, Cheng (2006) concurred 
with Twing’s argument that the adoption of ITIL in an outsourcing scenario could bring 
substantial benefits to both parties. However, the survey data gathered in this study 
provided clear evidence that the only dependent variable affected by ITIL-usage use was 
SLA Quality. It also demonstrated that the overall effect of SLA Quality, though, was 
small. 
The literature shows a number of good management practices that both customer and 
vendor, whether ITIL or non-ITIL users, could employ in order to gain a better 
outsourcing relationship (Baldwin et al. 2001, Fisher et al. 2008, Kern 1997, Klepper 
1995, Willcocks & Choi 1995).  These good practices include managing SLAs, focusing 
on clear and frequent communication, and knowledge sharing. They also include delivery 
of high levels of technical service quality (i.e. vendor performance) by the vendor. For 
instance, Goo and Haung (2008) claimed that a well-structured SLA can be used to 
effectively measure and manage the IT outsourcing relationships and activities for the life 
of the contract. Also, these authors portrayed the SLA as a basic element of the IT 
outsourcing arrangements and a road map for outsourcing success. However, the survey 
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analysis revealed that SLA Quality within ITIL had small effect on the IT outsourcing 
relationship.  
Therefore, the survey research shows that IT outsourcing success is little affected by the 
adoption of ITIL, except for the small effect of quality in SLAs. It suggests that in 
organisations that outsource IT, provided they employ effective processes, firms can have 
as much success without the expense and process changes of ITIL.  
This is most likely to be because the ITIL document does not address outsourcing or IT 
outsourcing to any great extent. Therefore, it is not surprising that this research showed 
little effect on outcomes related to IT outsourcing arrangements. However, the research 
literature as a whole does show that good management practices in IT outsourcing can 
result in good outcomes for IT outsourcing success (Lacity & Willcocks 1998, Lacity & 
Willcocks 2012); findings which are again replicated in this study. 
9.2.2. Findings of the ITIL users group 
The discussion of the factors influencing the relationship between ITIL adoption and IT 
outsourcing quality improvement or success has highlighted some inconclusive outcomes. 
There are apparent contradictions between the survey analysis and the outcomes of the 
two   focus groups. This may be because the preliminary and supplementary focus groups 
comprised only ITIL users, and so their conclusions represented that perspective alone. In 
fact, as key members of the ITIL Users’ Group (itSMF), the focus group members were 
not just users of ITIL; they could be described as ITIL fanatics, or what von Hippel 
(1986) labels ‘lead users’ – those who push the innovation (i.e. ITIL) beyond its basic 
capabilities so as to get their own firm’s needs met (Luthje & Herstatt 2004, Skiba & 
Herstatt 2009, von Hippel 1986). It is not surprising, therefore, that such users would be 
very positive about the effect of ITIL on outsourcing, however, the survey data has shown 
that their own experiences are not necessarily those of the mainstream of ITIL users in 
the survey sample. 
Service Level Agreements (SLA) 
The preliminary focus group found that, in the firms represented, well-structured SLAs 
developed within the ITIL framework, led to reduced levels of conflict between parties. 
This is consistent with the results of research by Fitzgerald and Willcocks (1994) and Shi 
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et al. (2005) that an effective SLA assists to reduce the level of conflict between parties 
and the level of unexpected contingences. According to the preliminary focus group 
informants, the ITIL framework recommends that customers should articulate the 
contractual obligation of their service delivery carefully, which means they could then 
more easily report on the level of vendor performance and identify any problems that 
might emerge. This lends support to Lacity and Willcocks’ (2001) observation that the 
identification and specification of services should be the customers’ responsibility.  
Communication Quality  
According to the focus group informants, service reporting in the IT outsourcing 
arrangement is critical, as it assists both customers and vendors in terms of performance 
evaluation. The results suggest that by service reporting within ITIL, both customers and 
vendors can be assessed for performance by using techniques such as regular meeting and 
by doing surveys. The research also found that service reporting was an important tool 
used in IT outsourcing to minimise problems in the outsourcing relationship such as 
process misunderstanding, and clashing of roles and responsibilities. In addition, the 
findings of the focus group research suggest that the adoption of the RACI model within 
ITIL enhanced the communication quality between organisations. The findings show that 
this model can be applied by both vendor and customer in order to enhance understanding 
of each other’s roles. The results of this study were consistent with the prior work of (Han 
et al. 2008) when they suggested that communication quality should be accurate, on time, 
complete and effective to ensure a better outsourcing relationship.   
The evidence from the supplementary focus group is that managing change has a key 
influence on communication quality. Informants advised that managing change was a 
service providers’ responsibility because they were in charge of service delivery, but 
argued that providers should inform their customers about these changes in order to 
ensure the quality of communication.  ITIL was argued to support this process through 
adoption of its structures and recommended practices. The focus group results also found 
that what made organisation’s IT outsourcing arrangements successful was actions that 
did not entirely sit within with the contract; rather where firms remained flexible through 
communication. Previous work by Thanasankit (1999) showed that success in software 
development contracts was facilitated by what he called ‘rubber-band’ agreements, i.e. 
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flexibility. This finding was also consistent with the results of Alborz et al.’s (2005) case 
study that the lack of communication between parties led to unworkable outsourcing 
relationships.  
The focus groups’ analysis reinforced the arguments that having good communications 
and a good framework are key to having a successful outsourcing relationship. This 
indicated that service providers can use ITIL and meet regularly to improve customer 
satisfaction by meeting their expectations. This finding supports similar conclusions in 
the existing literature (Alborz et al. 2005, Kern 1997, Lee & Kim 1999). The focus group 
informants in this research emphasised the effectiveness of communication quality used 
within ITIL, and its role in structuring a better IT outsourcing relationship. This was 
consistent with other research that outsourcing success and effective relationship quality 
were the result of a good communication quality (Grover et al. 1996, Lee & Kim 1999). 
Knowledge Sharing 
Participants from the preliminary focus group considered knowledge sharing to be a part 
of communication, which supports the definition presented by Heide and John (1992). 
Informants from both preliminary and supplementary focus groups suggested that 
productive knowledge sharing within organisations had a positive impact on technical 
service quality and then on the quality of the IT outsourcing relationship. 
It was argued in the focus groups that sharing information and making it embedded 
within an organisations culture helps enhance service performance. Han et al (2008) 
found similarly that knowledge sharing positively influences the relationship intensity 
(trust and commitment) in IT outsourcing. The supplementary focus group findings also 
highlighted the importance of knowledge sharing both as a main element of ITIL, and as 
a key factor of IT outsourcing relationship success. This finding indicates that people 
sharing knowledge and experience led to increased perceptions within an organisation 
that outsourcing implemented the expected benefits. The qualitative research shows that 
improved knowledge sharing, both informally and through adoption of ITIL, can ensure a 
better IT outsourcing relationship. This was consistent with other research (Lee & Kim 
1999, Lee et al. 2008), which concluded that knowledge sharing had a significant positive 
impact on IT outsourcing success, on relationship quality and on the quality of service 
(OGC, 2007). However, the supplementary focus group informants argued that 
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perception of success by both parties was crucial to IT outsourcing success. So by 
focusing on the perception aspect, they argued that firms could increase the knowledge 
sharing level. They also argued that the levels of knowledge sharing used in organisations 
in the IT outsourcing relationship also depended on the maturity level of ITIL within 
businesses.  Again the argument was that the more knowledge sharing created through the 
use of ITIL, the greater the impact on the quality and success of the IT outsourcing 
arrangements. 
The positive impact of knowledge sharing and management on organisational 
performance is generally well researched (Davenport et al. 1998, Nonaka 1991, Wiig 
1997). The findings from the supplementary focus group suggest that knowledge sharing 
should be structured and embedded in organisational culture and practices, specifically in 
enabling a positive impact on the IT outsourcing relationship. The focus group indicates 
that using tools within ITIL, such as document and records management, ensures well-
structured knowledge and knowledge use in organisations. This is consistent with Lee et 
al. (2008) who concluded that organisations usually considered knowledge sharing a 
valuable asset because, over time, they became implanted in groups of skills, routines, 
practices, processes and norms. 
Technical Service Quality 
The preliminary focus group findings here suggested that by improving performance (i.e. 
technical service quality) and customer satisfaction that ITIL can lead to a better 
outsourcing relationship. This was consistent with the results of Rouse (2006) that there 
was an association between technical service quality and purchaser satisfaction. The 
supplementary focus group findings suggested that ITIL is important in improving the 
quality of technical service through the service availability process. This conclusion 
suggests that through the service availability process organisations can know exactly 
when a service is available. The informants in the focus group in this research argued that 
without ITIL it was difficult to build business alignment. Yet a large number of non-ITIL 
firms in the survey reported high levels of satisfaction and commitment to their 
outsourcing relationships, suggesting it is the practice, rather than the formal standard, 
that is important. The supplementary focus group also provided evidence that having 
ITIL in place can improve technical service quality, but through the alignment of ITIL 
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use with business needs. This was consistent with the findings of Twing (2006) that ITIL 
implementation can benefit IT outsourcing relationships in many ways, such as by 
aligning business process requirements with the outsourcing relationship structure. 
However, again, it should be noted that many non-ITIL firms surveyed reported high 
commitment to their outsourcing relationship. 
Satisfaction  
The participants from the focus groups were in agreement that by concentrating on 
performance and customer satisfaction, the application of ITIL to support measures of 
performance and as a framework to provide customer service enhanced the outsourcing 
relationship. The supplementary focus group findings suggest that ITIL can resolve the 
problem of non-organised processes in an organisation because it can make IT service 
management process go more systematically. ITIL can also provide an operational 
framework for organisations. This emphasises the importance of ITIL alignment with the 
business in ensuring better technical service quality and, as a result, better IT outsourcing 
relationship quality in some cases. 
The supplementary focus group also shows that the adoption of ITIL can improve the 
outsourcing relationship where it enables organisations to better understand each other’s 
expectations. Informants from the supplementary focus group argued that ITIL provides a 
common language which ensures clear guidance for both organisations and, as a result, 
enables a better IT outsourcing relationship. This is consistent with the findings of Twing 
(2006) that having ITIL in place helps to structure a better outsourcing relationship.  
Commitment  
The supplementary focus group found that adopting ITIL did not ensure customers and 
vendors continuity in the IT outsourcing relationship because both organisations might 
have a wonderful ITIL in place but inadequate technology that was not updated, or which 
made customers unhappy and therefore unwilling to continue.  
Cost Savings for IT outsourcing Arrangements 
The majority of participants from the supplementary focus group agreed that ITIL had a 
direct impact on cost savings. In fact, some participants believed that ITIL had a huge 
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impact on cost saving because a lot of unplanned outages cost customers; therefore ITIL 
was managing those outages. However, this is not consistent with the survey findings. 
Most participants from the supplementary focus group agreed that the maturity level of 
ITIL within companies is the main reason for the effect of cost savings.  
The apparent contradiction (with the survey findings) was put to the supplementary focus 
group of active IT Managers who use ITIL. They argued that ITIL does generate cost 
savings, but not immediately. The use of ITIL in organisations and in the IT outsourcing 
relationship might have to mature to the extent that all elements of ITIL are put in place 
and practised in their use before benefits are achieved.  
Without this practice, the adoption of ITIL is itself a cost and only generates savings 
when the benefits from implementation of the ITIL frameworks are set in place and are 
embedded in business practice in the relationship and in general business practice. This 
conclusion augments the argument put earlier that IT outsourcing relationships, ITIL 
applications and business performance and strategy have to be aligned to enable quality 
improvement. 
ITIL Impact on IT outsourcing Relationship 
The preliminary focus group in this research suggested that the main impact of ITIL on 
the IT outsourcing relationship quality is via service level agreement practices, and via 
mechanisms designed to improve communication quality and knowledge sharing. The 
focus group findings also suggested that it is through improving performance and 
customer satisfaction that adoption of ITIL leads to a better IT outsourcing relationship.   
Informants from the supplementary focus group supported the findings from the 
preliminary focus group that SLA, communication quality and knowledge sharing within 
ITIL does improve the IT outsourcing relationship. However, they further added that a 
better relationship between ITIL and IT outsourcing is relied on the ITIL maturity model 
within organisations. 
Trust  
The literature highlighted the importance of trust and how it positively influences 
partnership success (Ganesan 1994, Morgan & Hunt 1994, Anderson & Narus 1990), and 
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successful outsourcing relationships (Grover et al. 1996, Han et al. 2008, Lee & Kim 
1999). However, trust does not come immediately, as it is dependent on consistent 
delivery of expected service (Anderson & Narus 1990, Ganesan 1994, Kern & Willcock 
2001, Morgan & Hunt 1994) 
However, the results of this study question this, as the issue of trust was not raised in 
either focus group discussion. Rather there was a view expressed in both that 
commitment was the key element in determining IT outsourcing success with the 
adoption of ITIL.   
In essence they argued trust was not an issue as ITIL provided a structure that both 
understood and offered commonality of meaning so that the relationship was defined by 
ITIL and not by any sense of trusting the other partner, vendor or client. This sense of 
commitment in the ITIL structure was also supported by the legalities of the SLA and the 
formality of its agreed outcomes.   
In the survey analysis, the full CFA model incorporating both Commitment and Trust 
items could not be made to fit the data unless all Trust items were deleted. Given the lack 
of discriminant validity exhibited by the items measuring trust, the construct was deleted 
from the later structural analysis, noting that the measures of commitment and trust were 
highly correlated. Both sets of data highlighted the role of commitment in the ITIL in 
terms of determining quality in the IT outsourcing relationship.  
In summary, as ‘lead users’ of ITIL, the ITIL user group members who comprised the 
focus groups had strongly embraced ITIL. They had extended the practice of ITIL and 
applied this to IT outsourcing. Therefore, to a large extent, their evaluation of ITIL 
reflects that proactivity and their practice. Their discussion raised a perspective that the 
value of ITIL adoption for IT outsourcing is especially the result of ‘maturity’ where ITIL 
practices are fully utilized and implemented over a substantial period of time.  In other 
words, where the ideas behind ITIL are well understood and extended beyond what is 
written in the ITIL documents themselves.  The question, however, can be raised, ‘Does 
ITIL cause the improvement or does the practice of ITIL processes in the ‘lead user’ 
companies represented by focus group members lead to their perceived successful 
improvement in the quality of IT outsourcing?’  There is no evidence in the focus group 
discussions to satisfactorily answer this question. In addition it can be asked: ‘Does ITIL 
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focus users’ attention on good management practices?’ and therefore, ‘Is success related 
to good management practice rather then just ITIL?’. The survey data would suggest the 
answer to the latter question is ‘yes’. 
However, this is still an issue for future research. It could be claimed that these ITIL users 
were ‘lead users’ (Luthje & Herstatt 2004, Skiba & Herstatt 2009, Von Hippel 1986) and 
as such pushed boundaries and drove adoption of ITIL to a much greater extent than 
would normally be expected.  
9.3. Comparing the Findings  
A key contribution of this research is that there were some inconclusive outcomes from 
the two studies of the relationship between ITIL implementation and IT outsourcing 
arrangements. The argument made by the ITIL users in the supplementary focus group 
was that cost savings are closely associated with extensive and long-term use of ITIL. It 
is not, they argue, reflected when the adoption of ITIL is in an immature stage or when 
others factors drive poor outcomes from IT outsourcing in the case of non-ITIL adopters 
(Kremic et al. 2006, Lacity & Willcocks 2012, Rouse 2006). Similarly, informants argued 
in the supplementary focus group that ITIL frameworks, when first implemented, do not 
immediately support knowledge sharing, improve communications or provide continuous 
improvement in technical service quality. Like all business process and all IT processes, 
experience will produce improved results over time. Again their argument is that maturity 
in the use of ITIL will, in the longer run, enable the achievement of benefits and, as a 
result, improve the IT outsourcing relationship.  However, the survey research suggests 
that such outcomes can be obtained independent of formal ITIL implementation if the 
practices underlying the ITIL standards are adopted.  
There are other issues that emerged that represent different outcomes: 
• The evidence from both focus groups was that the SLA was critical in managing 
outsourcing relationships. However, the survey analysis contradicted both the 
supplementary focus group and the literature findings, as SLA Quality had only a 
small indirect effect on Commitment. This may be because the importance of good 
SLAs to outsourcing has been highlighted for over 20 years in the literature, 
leading many non-ITIL users, along with ITIL users, to create good SLAs.  
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• The focus groups analysis indicated that having good communication and a good 
framework were key to having a successful outsourcing relationship. The results 
also showed that the role of communication quality within ITIL was vital in 
structuring a better IT outsourcing relationship. However, the SEM analysis found 
that the regression path from ITIL-usage to Communication Quality was 
statistically no different from zero (0.04, n.s.). 
• The evidence from both focus groups emphasized the importance of knowledge 
sharing as a main element of ITIL and as a key factor of IT outsourcing 
relationship success. However, their arguments depended on several aspects such 
as perception and the maturity level of ITIL within organisations. However, the 
survey analysis showed that the regression path from the ITIL-usage to 
Knowledge Sharing was statistically no different from zero (0.05, n.s.). 
• Informants from both focus groups suggested that ITIL had impact on technical 
service quality but it relied on the maturity level of ITIL within organisations. 
They also emphasized that it is through improving performance (i.e. technical 
service quality) that ITIL leads to a better outsourcing relationship. However, the 
SEM analysis found that the regression path from the ITIL-usage to Technical 
Service Quality was statistically no different from zero (0.02, n.s.). 
• The focus groups analysis showed that the majority of participants agreed that 
ITIL had a direct impact on cost savings but it depended on the maturity level of 
ITIL within customer and vendor firms. However, the survey analysis found that 
the regression path from the ITIL-usage to Cost Savings was statistically no 
different from zero (0.03, n.s.). 
• Participants from the focus groups suggested that, in the terms of commitment, 
organisations might have a wonderful ITIL in place but outdated technology, 
which makes the customer unhappy and unwilling to continue. This supports the 
SEM results that the regression path from the ITIL-usage to Commitment was 
statistically no different from zero (0.05, n.s.).  
It can be argued that these discrepancies between the outcomes confirmed in the SEM 
analysis, and the views and arguments of the ITL users in the focus groups result from 
different perspectives. The ITIL users are seeing ITIL effects from their own perspectives 
and their views are reflective of having ‘a vested interest’ in the standard. The survey 
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surveyed both users and non-users and showed that formal adoption of ITIL had little 
impact on the success of IT outsourcing arrangements.  Previous research - Alborz et al. 
(2005), Gong et al. (2007), Grover et al. (1996), Kern and Wilcocks (2002), Lacity and 
Willcocks (1998), and Lee and Kim (1999) - suggests that the reasons for successful IT 
outsourcing include: partnership quality, service quality, contract management, 
communication, trust, personal bond, commitment, conflict resolution, flexibility, 
participation, and information sharing. This research above does not consider ITIL and, 
therefore, suggests that factors other than ITIL could also be responsible for the effects on 
IT outsourcing attributed to ITIL adoption by the IT users in the focus groups.  
Table 9.1 summarises the main research findings of both parts of this research the 
relationship between ITIL adoption and IT outsourcing quality in relation to existing 
literature.  
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Table 9.1: Summary of the research findings 
Literature 
SLA Quality 
SEM Findings Focus Groups 
Findings 
Relationship between ITIL and IT outsourcing 
Goo and Haung (2008) portrayed 
SLA as a basic element of the IT 
outsourcing arrangements and a 
road map for outsourcing success. 
 
Goo (2010) claimed that the SLA 
was vital in managing behaviours 
and outcomes in IT outsourcing 
relationships. 
 
Fitzgerald and Willcocks (1994) 
claimed that well designed SLA led 
to a number of advantages, such as 
opportunistic behaviour of the 
vendor and a decreased level of 
unexpected contingencies. 
 
Shi et al. (2005) revealed that 
effective SLA assist to reduce the 
level of conflict between parties. 
The ITIL-usage had a 
positive impact on the SLA 
Quality construct (0.24, p < 
0.01), accounting for 6% of 
its variance (R² = 0.06) 
(Support H1a) 
 
SLA Quality construct had a 
small standardised effect on 
Technical Service Quality 
(0.15, p < 0.05). 
(Support H1b) 
A very important factor 
that determined the 
success of an 
outsourcing 
relationship. 
 
Having a well structured 
SLA was vital to ensure 
better IT outsourcing 
relationship. 
 
Well structured SLAs, 
developed within the 
ITIL framework, led to 
reduced levels of 
conflict between parties. 
The SEM analysis found that SLA quality within the 
usage of ITIL had a small impact on the IT outsourcing 
relationship. However, the focus groups found that 
well-structured SLA plays a critical role in the ITIL/IT 
outsourcing relationship. The findings from the focus 
groups supported Goo’s (2010) suggestion that the SLA 
was crucial in managing behaviours and outcomes in IT 
outsourcing relationships. 
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Literature 
Communication Quality 
SEM Findings Focus Groups 
Findings 
Relationship between ITIL and IT 
outsourcing 
The literature showed that 
outsourcing success and 
effective relationship quality 
were results of a good 
communication quality (Grover 
et al. 1996, Lee & Kim 1999). 
 
The literature showed that there 
was positive relationship 
between communication quality 
and IT outsourcing relationship 
and success e.g (Alborz et al.  
2005, Kern  1997, Lee & Kim  
1999). 
 
The regression path from the ITIL-
usage to Communication Quality was 
statistically no different from zero (0.04, 
n.s.). (Not supported H2a). The most 
important predictor of Technical Service 
Quality is Communication Quality 
accounts for 52% of the variance of 
Commitment. 
(Supported H2b). 
 
Communication Quality had an indirect 
effect, via Technical Service Quality 
and Cost Savings, of .63 on 
Commitment, accounting indirectly, for 
40% of the total variance in 
Commitment.  
Communication Quality via its effect on 
Technical Service Quality and Cost 
Savings accounted for approximately 
half the variance in Commitment 
Having good 
communication and a 
good framework were 
key to have a successful 
outsourcing 
relationship. 
 
Communication quality 
within ITIL, and its role 
was vital in structuring a 
better IT outsourcing 
relationship. 
 
Service reporting within 
ITIL was an important 
tool to minimise 
problems in the 
relationship. 
 
The adoption of the 
RACI model within 
ITIL enhanced the 
communication quality 
between organisations. 
 
Communication should 
be separated from ITIL 
to achieve customer 
requirements. 
 
The survey analysis showed that ITIL-usage 
had no impact on communication quality as the 
regression path was statistically no different 
from zero. However, in comparison, the focus 
groups analysis indicated that Communication 
quality is an important factor in determining the 
quality of the ITIL/ IT outsourcing relationship. 
The focus group results were consistent with 
the findings of Alborz et al. (2005), Kern 2007, 
and Lee and Kim (1999) that there was positive 
relationship between communication quality 
and IT outsourcing relationship and success. 
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Literature 
Knowledge Sharing 
SEM Findings Focus Groups Findings Relationship between ITIL and IT 
outsourcing 
Knowledge sharing was 
considered important in the 
improvement of an 
outsourcing relationship 
(Alborz et al.  2005, Lee & 
Kim 1999, Lee & Kim  
2005, Lee et al. 2008). 
 
Knowledge sharing had a 
significant positive impact 
on outsourcing success, 
relationship quality (Lee & 
Kim  1999, Lee et al. 2008) 
and the quality of service 
(OGC 2007). 
 
Knowledge Sharing did not 
exhibit discriminant validity, 
and all co-varied with variation 
that was not measured in the 
study (i.e. with error terms).  So, 
for this study this construct had 
to be deleted from the 
theoretical model tested. 
 
The regression path from the 
ITIL-usage to Knowledge 
Sharing was statistically no 
different from zero (0.05, n.s.). 
Informants of the preliminary focus 
group considered knowledge sharing to 
be a part of communication 
 
Knowledge Sharing within ITIL, and 
its role was vital in structuring a better 
IT outsourcing relationship. 
 
Informants emphasized the importance 
of knowledge sharing as a main 
element of ITIL and as a key factor of 
IT outsourcing relationship success. 
However, their arguments depended on 
several aspects such as perception and 
the maturity level of ITIL within 
organisations. 
The SEM analysis showed that ITIL-usage 
did not affect Knowledge Sharing as the 
regression path was statistically no different 
from zero. However, the focus group 
findings indicated that Knowledge Sharing 
within ITIL plays a significant role in 
enhancing IT outsourcing relationship. The 
focus groups findings supported conclusions 
in other literature, that knowledge sharing 
had a positive impact on each of outsourcing 
success, relationship quality (Lee & Kim 
1999, Lee et al.  2008) and the quality of 
service (OGC 2007). 
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Literature 
Technical Service 
Quality 
SEM Findings Focus Groups Findings Relationship between ITIL and IT outsourcing 
Prior research suggested 
that there was an 
association between 
technical service quality 
and satisfaction (Rouse 
2006). 
The most important predictor 
of variance in Commitment 
was Technical Service 
Quality, which accounted for 
77% of the variance. 
 
The regression path from the 
ITIL-usage to Technical 
Service Quality was 
statistically no different from 
zero (0.02, n.s.). 
Participants emphasized that it 
is through improving 
performance (i.e. technical 
service quality) that ITIL led 
to a better outsourcing 
relationship. 
 
Informants found that ITIL 
was very important in 
improving the quality of 
technical service through the 
service availability process. 
 
Having ITIL in place would 
improve the technical service 
quality however through the 
alignment with business 
needs. 
 
Participants emphasised that 
ITIL did influence the 
technical service quality. 
The SEM analysis revealed that technical service quality 
was not influenced by ITIL as the regression path was 
statistically no different from zero. However, the focus 
groups results revealed that the ITIL users had a different 
perspective. They argued that ITIL influences technical 
service quality but the extent of this too depends on the 
maturity level of ITIL use within organisations. This is 
somewhat supportive of Rouse’s (2006) argument that 
effective vendor performance was crucial to ensure the 
outsourcing success, a position supported in other research 
by Lacity and Willcocks (2012). 
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Literature 
Cost savings for outsourcing 
arrangements 
SEM Findings Focus Groups 
Findings 
Relationship between ITIL and IT outsourcing 
The literature considered cost 
savings as the most significant 
benefit of IT outsourcing (Apte 
et al. 1997, Lacity & Willcocks 
2012, McFarlan & Nolan 1995). 
The regression path from the 
ITIL-usage to Cost Savings 
was statistically no different 
from zero (0.03, n.s.). 
 
Cost savings added no 
additional variance as the path 
between Cost Savings and 
Commitment was statistically 
no different from zero. (H6 
not supported) 
 
The majority of 
participants agreed that 
ITIL had a direct 
impact on cost savings. 
 
Participants found that 
having a framework in 
place did not reduce 
cost but made firms 
work more effectively. 
 
ITIL could reduce the 
cost but depended on 
the maturity level. 
 
 
The survey analysis showed that ITIL had no impact on 
cost savings as the regression path was statistically no 
different from zero. There are other factors that influence 
cost savings. In the previous literature these are 
outsourcing type (selective/total), top management 
support, contract size and period, and size of IT function 
(Lacity & Willcocks 1998). Rouse (2002) found that the 
adoption of IT outsourcing strategy does not usually 
ensure the cost reduction. However, the focus group found 
that the ITIL users argued that ITIL can have a influence 
on cost savings but the extent of the effects also depends 
on the maturity level of ITIL use within organisations.  
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Literature 
Commitment 
SEM Findings Focus Groups Findings Relationship between ITIL and IT outsourcing 
Alborz et al (2005) argued 
that commitment between 
parties led to a better quality 
of relationship.  
 
Commitment associated 
with outsourcing success 
(Han et al. 2008, Lee & Kim  
1999) and commitment was 
an antecedent for 
outsourcing success. 
 
The regression path from the 
ITIL-usage to Commitment was 
statistically no different from 
zero (0.05, n.s.). 
 
The Technical Service Quality 
construct was strongly and 
positively influenced the 
Commitment construct (.88, p < 
0.001), accounting for 78% of its 
variance (R² = .78). 
(This supported the assumption 
raised by the researcher that 
parties express their desire for 
continuing and maintaining the 
relationship when they achieve 
outsourcing success (H5 was 
supported). 
 
The commitment was the main 
dependent variable. 
Participants suggested that 
organisations might have a 
wonderful ITIL in place but 
terrible technology as it is not 
updated which makes customer 
unhappy and not willing to 
continue. 
 
The SEM analysis showed that ITIL-usage did not 
affect Commitment as the regression path was 
statistically no different from zero. Commitment 
does have an impact on the quality of the IT 
outsourcing relationship. However the use of ITIL 
structures can play a key role in this. However, 
there are factors other than ITIL adoption that can 
influence the IT outsourcing relationship. These 
factors include top management support, selection 
of vendors and understanding and managing all 
costs (Fisher et al. 2008, Ho et al. 2003, Kern & 
Willcocks 2002, Lacity et al.  1996, Lacity & 
Willcocks 1998, 2012). There is a necessity to 
ensure the quality of IT matches the service 
expectations 
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9.4. Contribution to Research and Theory 
Studies on Transaction Cost Theory (TCT) in the IT outsourcing literature have 
highlighted significant issue concerning the cost saving for customers in the outsourcing 
arrangement (Alaghehband et al. 2011, Lacity 2002, Rouse 2002). However, unlike those 
studies, this research was concerned with understanding the cost savings impacting the IT 
outsourcing relationship (i.e. commitment) in Australian organisations. The cost savings 
elaborated here add to the existing research on the impact of ITIL usage and ITIL 
recommended practices on the IT outsourcing relationship and explain how TCT relating 
to ITIL adoption need to be contextualised for the specific conditions prevailing in the 
Australian outsourcing market. The research model presented here in this study can be 
used for further empirical research in both the Australian context and the international 
context.  
Relational exchange theory which concentrates on norms is used to study the interactions 
between individuals and organisations in order to achieve expected benefits (Anderson & 
Narus 1990, Dwyer et al. 1987, Henderson 1990). This research contributes to a better 
understanding of the interactions (i.e. communication quality, knowledge sharing and 
commitment) between customers and vendors that influence the IT outsourcing 
relationship quality. The research results indicated that communication quality is an 
important factor in determining the quality of the ITIL/ IT outsourcing relationship. 
These results were consistent with the findings of Alborz et al. (2005), Kern 2007, and 
Lee and Kim (1999) that there was positive relationship between communication quality 
and IT outsourcing relationship and success. Another contribution to theory in this 
research was that knowledge sharing within ITIL plays a significant role in enhancing IT 
outsourcing relationship. These findings supported conclusions in other literature, that 
knowledge sharing had a positive impact on each of outsourcing success, relationship 
quality (Lee & Kim1999, Lee et al. 2008). 
Based on the performance evaluation within Service Marketing Theory (SMT), the 
research contributes to theory that ITIL influences technical service quality but the extent 
of this too depends on the maturity level of ITIL use within organisations. This is 
somewhat supportive of Rouse’s (2006) argument that effective vendor performance was 
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crucial to ensure the outsourcing success, a position supported in other research by Lacity 
and Willcocks (2012). 
Another contribution to theory in this research was the validation of the research model 
with empirical data collected from Australian outsourcing IT managers. The model 
covered a parsimonious set of processes, outcomes of outsourcing arrangement, and 
outsourcing success factors organised under several major constructs (ITIL-usage, SLA 
Quality, Communication Quality, Technical Service Quality, Cost Savings and 
Commitment) see Figure 7-4 p. 174. However, further research on the Cost Savings 
measure needs to be done to complement future testing of this model. 
The knowledge produced will have clear benefits for firms that outsource their IT 
services to vendors, and for the vendors themselves. For firms that outsource the study 
confirms the importance of both SLAs and communication quality in achieving 
outsourcing benefits, particularly the latter. For vendors, the study suggests that 
commitment on the part of their customers is most heavily influenced by the level of 
technical service quality perceived, and to a lesser extent, the cost savings achieved – 
which are correlated with perceptions of technical service quality. 
9.5. Limitations and Suggestions for Future Research 
This study was limited to a specific geographical region (i.e. Australia). The results 
obtained may have been influenced by Australia’s economic and IT outsourcing culture 
and the extent of IT maturity across the organisations sampled or participant in the 
research. To reach a greater generalisability, and to enable wider application of the 
proposed model, future research would benefit from a larger sample size, as well as 
greater diversity of economic contexts. For instance, future research might adopt the 
empirical model reported in Chapter 7 to conduct comparative analyses between 
Australian organisations’ perceptions regarding ITIL impact on IT outsourcing 
relationship and those in other countries. The results may shed additional light on how 
differences in economic and business environments affect organisations’ implementation 
of ITIL in an IT outsourcing environment. 
This research used cross-sectional data, hence studied the relationships between variables 
at a given point in time. All the variables are measured based on the perceptions of the 
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respondents at the time of responding to the survey. Therefore, causality between the 
variables cannot be established in this study. Time studies need to be made in this 
context. Kern & Willcocks’ (2000, 2001, 2002) evaluation of IT outsourcing in a series of 
case studies shows that the IT relationship changes over time. Hence we need to 
understand the impact of ITIL adoption in the IT outsourcing relationship over time too.  
Another limitation of this research lies in the generalisability of the results from the study 
sample to the population of IT managers. The IT managers participating in this study 
were actively involved in IT outsourcing. The sample was not limited to a particular 
industry or outsourcing type. The sample also was sufficiently representative of the 
population of IT managers who are involved in both implementing service management 
frameworks and IT outsourcing relationships. However, the generalisation of the results 
must be done with caution.  Business contexts are dynamic and personnel change. Each 
can affect the business environment and each can affect the way people will respond to 
evaluation of outsourcing quality.   
The argument strongly put in the supplementary focus group by the ITIL users about the 
importance of maturity of ITIL usage within organisations was a new finding to emerge 
from the research. Practitioners using ITIL see that its practices improve outsourcing 
outcomes in their organisations, though they suggested this was dependent on how well 
and for how long the ITIL recommended practices are exercised. There was a strong 
belief amongst them that ITIL, rather than any other factors, was the driver of these 
improvements, even though this contradicted the survey findings. They saw the ITIL 
maturity level for organisations as very important in achieving the potential of ITIL in 
increasing the success of an outsourcing arrangement. Since the issue of maturity of 
implementation of ITIL was not identified in any earlier literature or in the initial focus 
group in this research, the issue of maturity was not considered in the survey research, so 
there is no confirmation of the supplementary group findings across a broad sample. It 
now needs to be addressed in future research.  Future research should explore the 
measurement of ITIL maturity level and how that impacts the IT outsourcing relationship.  
This study found several psychometric problems with measures of outsourcing success.  
In past studies, measures addressed the strategic impact of outsourcing as a strategy 
(Grover et al. 1996, Lacity & Willcocks 1998, Lacity and Willcocks 2002, Lacity and 
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Willcocks, 2008, Rouse 2002), but now that almost all firms are outsourcing some IT, 
more nuanced measures are needed. Hence, future work should be conducted to establish 
a better outsourcing measurement scale.   
Despite following an exhaustive research model, rigorous analysis procedure and 
instrument development, measurement errors cannot be completely eliminated. Sampling 
errors or a low sample size cause the measurement errors. Smaller sample size can 
decrease the ability to generalise the research results. The literature suggests that a sample 
size of 140 is adequate for analytical structural equation modelling (SEM) method 
(Holmes-Smith 2007), though a larger sample is desirable. As the sample size of this 
study was 140 (after data cleaning and survey validation), it can be considered 
appropriate to the use of SEM, but smaller than desirable. However, it would be 
interesting for future research to retest the model using a larger sample size. 
This study was conducting in western environment which heavily dependent on 
contractual arrangements. Comparing with other quantitative studies that have been done 
in different environment such as Korea (Lee & Kim 1999) where contracts of palace less 
critical). 
Lastly, this study followed rigorous validation procedures including measurement 
purification, content validity, and construct validity through confirmatory factor analysis 
techniques.  As a result, several items with poor psychometric properties were dropped. 
Although the remaining items do adequately reflect the constructs of the research model, 
future work is needed to validate/revalidate the constructs and research model. 
9.6. Conclusion 
The practice of outsourcing IT services is not new. It has been used by firms since the 
1960s. Since that time, outsourcing has experienced a number of changes. Organisations 
generally adopt IT outsourcing in order to achieve benefits such as cost saving, access to 
expertise or to attain better quality of service delivery or product development. However, 
the last decade has seen a general reformulation, within the business literature, of internal 
support functions as ‘service providers’. As part of this trend, issues related to IT service 
management have received increasing attention in the Information Systems literature. 
Corresponding to the rise in focus on IT service management, organisations have begun 
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adopting a range of service-management frameworks such as the Information Technology 
Infrastructure Library (ITIL) in order to manage their services.  
This research examined how outsourced IT arrangements are influenced by ITIL 
processes that are recommended as being important for the success of outsourcing. The 
statistical research confirmed that ITIL adoption improved the outcomes of an 
outsourcing arrangement through better use of SLAs but confirmed that other factors had 
little significant impact. Lead users of ITIL, in separate qualitative data, argued that more 
knowledge sharing, more effective inter-organisational communication and improving 
performance and customer satisfaction in an ITIL context led to better outsourcing 
relationships. This had not been confirmed in the survey research. Outsourcing success is 
argued by the lead ITIL users to depend on how well ITIL recommended practices are 
exercised, and on mutually meeting both suppliers and client’s expectations. They also 
suggested that this is an indicator of ‘mature’ implementation of ITIL.  However, these 
were not issues that were tested in the survey research, so the suggestions remain 
propositional. 
The role of SLAs in quality IT outsourcing relationships is confirmed in both parts of the 
research (the focus groups and survey). Hence, practitioners must clearly identify their 
expectations when constructing SLAs in order to attain a successful IT outsourcing 
relationship. 
It is expected that this research will enhance the understanding of factors affecting the 
outsourcing relationship, for both academics and participants. The findings also have 
impact in several different fields such as IS, marketing and management. The study also 
contributes to knowledge by teasing out the impact of ITIL recommendations on the IT 
outsourcing relationship. 
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Appendix A: Interview Questions (Preliminary Focus Group) 
 
• Tell me about the relationship between the vendor staff and the project staff? 
• How successful is the outsourcing arrangement in meeting its goals? 
• How has the vendor-client relationship influenced the project outcomes? 
• How would you evaluate the relationship? 
• Why? 
• Are you familiar with ITIL? 
• What roles do ITIL recommended practices play in your project? 
• Who is responsible of or interested in implementing ITIL? Service provider or 
Customer? 
• Who is responsible of managing the change? Service provider or customer? 
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Appendix B: Plain Language Statement 
 
INVITATION TO PARTICIPATE IN A RESEARCH PROJECT 
PARTICIPANT INFORMATION 
Project Title:  
The impact of Information Technology Infrastructure Library (ITIL) recommended 
practices on vendor-client IT outsourcing relationships 
Investigators:  
Mr Mohammed Alojail, PhD candidate, School of Business Information Technology and 
Logistics, RMIT University, Mohammed.alojail@rmit.edu.au , 9925 5672  
Prof Brian Corbitt, college of Business, RMIT University, brian.corbitt@ rmit.edu.au 9925 
5610 
Assoc.Prof. Anne Rouse, Second supervisor, Business school, Deakin University, 
Anne.rouse@deakin.edu.au , 9244 5546.1 
Dear Participant  
You are invited to participate in a research project being conducted by RMIT University. This 
information sheet describes the project in straightforward language, or ‘plain English’. Please 
read this sheet carefully and be confident that you understand its contents before deciding whether 
to participate. If you have any questions about the project, please ask one of the investigator or his 
supervisors. 
You are invited as a senior manager working in industry or government with current or past 
experience with outsourced IT arrangements. Participants were selected on the basis of expertise 
with either ITIL or outsourcing. Experience with either was the key criteria. The researcher is 
using this focus group as an evaluation so expertise rather than location was the key element. All 
the people approached have the expertise required and come from a wide variety of experience 
locations. 
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This research is being conducted by Mr.Mohammed Alojail, a PhD researcher, in conjunction 
with his supervisors Prof Brian Corbitt from the College of Business at RMIT University and 
Assoc. Prof Anne Rouse from Business School at Deakin University. The aim of this research is 
to investigate the impact of ITIL recommendations on the IT outsourcing relationship via project 
success factors. This project has been approved the Human Research Ethics Committee at RMIT 
University and being conducted as a part of Doctor of Philosophy (Business). 
This research will empirically investigate the impact of ITIL implementation on the IT 
outsourcing relationship. ITIL stands for Information Technology Infrastructure Library, and is a 
set of standards and guidelines for the management and delivery of IT services within firms.  
Specifically, the research will study how outsourced IT projects are influenced by ITIL processes 
that are recommended as being important for the success of an outsourced project. 
If you agree to participate in the research, your interactions with the institute’s administrators will 
be used in this research, otherwise they will be discarded. 
Any information that you provide can be disclosed only if (1) it is to protect you or others from 
harm, (2) a court order is produced, or (3) you provide the researchers with written permission.   
The researchers will protect your data confidentiality. All hard data will be kept in a locked filing 
cabinet and soft data in a password protected computer in the office of the principal investigator 
and no one except us will be able to see the research documents. We will remove any references 
that can identify you. The data and all the documents will be kept in the School of Business 
Information Technology and Logistics at RMIT University for five years and after that all 
documents will be destroyed. 
The interview might take around 45 minutes to an hour. There are no predicted risks associated 
with your participation in this project. Your participation in the study is absolutely voluntary. 
With your permission, your responses to the questions might be tape-recorded. If you want to 
withdraw at any stage, or you want to withdraw any unprocessed data previously supplied, you 
are free to do so at any time. 
The analysis based on the information will be published in a thesis (publicly available) and in 
refereed academic conference papers and journal papers without identifying either you or your 
organization, unless we have given a previous permission from you. 
As a participant you have… 
• The right to withdraw from participation at any time 
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• The right to request that any recording cease  
• The right to have any unprocessed data withdrawn and destroyed, provided it can be reliably 
identified, and provided that so doing does not increase the risk for the participant.  
• The right to have any questions answered at any time. 
Should you require any further information, or have any concerns, please do not hesitate to 
contact either of the researchers. 
Your participation to this study is highly appreciated. If you agree to participate please complete 
the enclosed informed consent form and return it to one of the investigators below. 
 
Yours sincerely, 
 
Mr. Mohammed Alojail 
PhD candidate 
(03) 9925 5672 
Mohammed.alojail@rmit.edu.au  
Prof Brian Corbitt 
Senior supervisor 
(03) 9925 5610 
Brian.corbitt@rmit.edu.au 
Assoc.Prof. Anne Rouse 
Second supervisor 
(03) 9244 5546 
Anne.rouse@deakin.edu.au  
 
If you have any complaints about the conduct of this research project, please contact the Chair, 
RMIT Business College Human Ethics Advisory Network, GPO Box 2476V, Melbourne, 3001, 
telephone +61 3 9925 5596, email bchean@rmit.edu.au   
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Appendix C: Consent Form                                           
 
Prescribed Consent Form For Persons Participating In Research Projects Involving Interviews, 
Questionnaires or Disclosure of Personal Information 
Portfolio  Business 
School of Business IT and Logistics 
Name of participant:  
Project Title: The impact of Information Technology Infrastructure Library (ITIL) 
recommended practices on vendor-client T outsourcing relationships. 
Name(s) of investigators Mr. Mohammed Alojail                           Phone:         9925 5672 
 
1. I have received a statement explaining the interview/questionnaire involved in this 
project. 
2. I consent to participate in the above project, the particulars of which - including details of 
the interviews or questionnaires - have been explained to me. 
3. I authorise the investigator or his or her assistant to interview me or administer a 
questionnaire. 
4. I acknowledge that: 
Having read Plain Language Statement, I agree to the general purpose, methods and demands of 
the study. 
• I have been informed that I am free to withdraw from the project at any time and to 
withdraw any unprocessed data previously supplied. 
• The project is for the purpose of research and/or teaching. It may not be of direct benefit 
to me. 
• The privacy of the personal information I provide will be safeguarded and only disclosed 
where I have consented to the disclosure or as required by law.   
• The security of the research data is assured during and after completion of the study.  The 
data collected during the study may be published, and a report of the project outcomes 
will be provided to_____________(researcher to specify).   Any information which will 
identify me will not be used. 
Participant’s Consent 
Participant: 
 
Date: 
 
(Signature) 
 
Witness: 
 
Date: 
 
(Signature) 
 
Participants should be given a photocopy of this consent form after it has been signed. 
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Appendix D: Survey 
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Appendix E: Plain Language Statement (Survey) 
  
College of Business  
School of Business Information Technology and Logistics 
INVITATION TO PARTICIPATE IN A RESEARCH PROJECT 
Project information statement 
Project Title:  
The impact of ITIL (Information Technology Infrastructure Library) recommended 
practices on vendor-client IT outsourcing relationships 
Investigators:  
Mr Mohammed Alojail, PhD candidate, School of Business Information Technology and 
Logistics, RMIT University, Mohammed.alojail@rmit.edu.au , 9925 5672  
Prof Brian Corbitt, college of Business, RMIT University, brian.corbitt@ rmit.edu.au 9925 5610 
Assoc.Prof. Anne Rouse, Second supervisor, Business school, Deakin University, 
Anne.rouse@deakin.edu.au , 9244 5546. 
Dear Participant 
This information sheet describes our project in straightforward language. Please read the sheet 
carefully so that you be confident that you understand its contents before deciding whether to 
participate. If you have any questions about the project, please ask the investigator or his 
supervisors. 
You are invited as a senior manager working in industry or government with current or past 
experience with outsourced IT arrangements. Your firm was selected on the basis of public 
records. 
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This research is being conducted by Mr. Mohammed Alojail, a PhD researcher, in conjunction 
with his supervisors Prof Brian Corbitt from the College of Business at RMIT University and 
Assoc. Prof Anne Rouse from Graduate Business School at Deakin University. The aim of the 
research is to investigate the impact of ITIL recommendations on IT outsourcing relationship and 
on arrangement success factors. The project has been approved by the Human Research Ethics 
Committee at RMIT University. 
ITIL stands for Information Technology Infrastructure Library, and is a set of standards and 
guidelines for the management and delivery of IT services within firms.  Specifically, the research 
will study how outsourced IT arrangements are influenced by processes recommended by ITIL 
standards. 
This project will use an external site to collect and analyse survey data. The site we are using is 
“Qualtrics” www.qualtrics.com .  If you agree to participate in this survey, the responses you 
provide to the survey will be stored on a host server that is used by RMIT University. No personal 
information will be collected in the survey so none will be stored as data. Once we have 
completed our data collection and analysis, we will import the data we collect to the RMIT server 
where it will be stored securely for a period of five (5) years. The data on the RMIT host server 
will then be deleted and expunged. 
To further protect confidentiality, all records will be kept as secure electronic records. No one 
except the researchers will be able to see the research documents. All references that can identify 
you will be coded, and wherever possible, removed completely.  
The online survey is expected to take 8 to 10 minutes. Your response to this survey will reflect 
your consent to participate in this research. Your participation in the study is absolutely voluntary. 
If you wish to withdraw at any stage, or to withdraw any unprocessed data previously supplied, 
you are free to do so at any time.  
By participating in this research you will help create a better understanding of vendor-customer 
interactions and how these interactions can be improved through the use of ITIL. 
The analysis based on the aggregated information will be published in a (publicly available) 
doctoral thesis. It may also be published in refereed academic conferences or journal papers. No 
publications would identify either you or your organization, unless you gave us specific 
permission to do so.  
Any information you give us can be disclosed only if (1) it is to protect you or others from harm, 
(2) a court order is produced, or (3) you provide the researchers with written permission.   
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Any complaints about your participation in this project may be directed to the Chair, 
Business College Human Ethics Advisory Network, College of Business, RMIT, GPO Box 
2476V, Melbourne, 3001.  The telephone number is (03) 9925 5598 or email address 
rdu@rmit.edu.au. Details of the complaints procedure are available from  
http://www.rmit.edu.au/browse;ID=2jqrnb7hnpyo 
Should you require any further information, or have any concerns, please do not hesitate 
to contact any of the researchers. 
We appreciate your taking the time to participate.  
Yours sincerely, 
Mr. Mohammed Alojail 
PhD candidate 
(03) 9925 5672 
Mohammed.alojail@rmit.edu.au  
Prof Brian Corbitt 
Senior supervisor 
(03) 9925 5610 
Brian.corbitt@rmit.edu.au  
Assoc.Prof. Anne Rouse 
Second supervisor 
(03) 9244 5546 
Anne.rouse@deakin.edu.au  
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Appendix F: Supplementary Focus Group Themes 
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